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CHAPTER 1: MAYOR’S FOREWORD AND EXECUTIVE SUMMARY 


COMPONENT A: MAYOR'S FOREWORD 


7 



It is with great pleasure that I present the 2014/2015 
Annual Performance Report as prescribe by Section 
52(a] of the MFMA. The report presents progress 
made in addressing strategic alignment of the 
LEDGP by creating jobs through the development 
of 20 12-20 15 IDP objectives we set ourselves as a 
municipality WERE ACHIEVED . in our quest to 
bringing services to the residents of Mookgophong, 
and improving the lives of our community. 

Through the Integrated Development Plan [IDP] and 
Budget, the municipality was able to set itself 
performance targets against which progress could be 
measured on a quarterly basis. 

For the third financial year in succession, our 
municipality has received a qualified audit opinion 
from the office of the Auditor-General of South Africa. 
While this is not a good performance, this has been a 
great improvement for the municipality which has 
been receiving disclaimers from 2000 to 2011. It is 
our view that the oversight structures of council will 
play an important role to ensure that we obtain a 
much more improved audit going forward. 


In terms of Section 52[a] of the MFMA 54 of 2003 that a Mayor of a Municipality must provide of 1996, objects of 
local governments are: 

■ to provide democratic and accountable government for local communities, 

■ to ensure the provision of services to communities in a sustainable manner, 

■ to promote social and economic development, 

■ to promote a safe and healthy environment and, 

■ to encourage the involvement of communities and community organizations in matters of local 
government. 

In our quest to deliver on our mandate to the residents of Mookgophong, we were met with both successes and 
challenges, which made us not to fully realize some of our set objectives. The theft and vandalism of electrical 
equipment seriously affected the supply and distribution of water and electricity to our beloved citizens. Through 
civil activism and initiative, residents have partnered with SAPS to establish a crime watch unit which is assisting in 
patrolling our electricity networks at night. 

One of the main challenges we have as a Municipality is our aging infrastructure. This has led to interruptions in 
service delivery, especially the supply of water. The municipality has subsequently made great strides regarding 
infrastructure development, by commissioning projects that would bring significant positive change in how we 
provide services to the communities we serve. 
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These projects include, but are not limited to the upgrading of the Welgevonden Purification Works Phase 2, the 
Sewer Outfall and Reticulation in Phomolong, as well as the Mookgophong Sewer Control Project (Ward 1, extension 
5], which is funded by Waterberg District Municipality. The construction of the sewer outfall would be a great relief 
to the people of Phomolong, who have been staying without proper sanitation for the past ten years. 

As Council we would continue to strive and ensure that we deliver on commitments we made to the people of 
Mookgophong, and provide leadership to the Municipality in proving services to the community. 


COMPONENT B: EXECUTIVE SUMMARY 


1.1 Municipal Manager’s Overview 


Mookgophong Local Municipality is one of the six local municipalities that make up the Waterberg District 
Municipality in the Limpopo Province. The municipality is a Category B municipality as determined in terms of 
Section 4 of the Municipal Structures Act (1998). The municipality has a plenary executive system combined with a 
ward participatory system as contemplated in Section 2(f) of the Limpopo Province: Determination of Types of 
Municipalities Act 4 (2000). 

It is responsible for the provision of basic services such as electricity, water and sanitation to the community, where 
it renders water services as both a water services authority as well as a water service provider; and provides 
electricity as a service provider and electricity authority. Whereas the municipality supplies electricity to some parts 
of Mookgophong, ESKOM provides pre-paid electricity to other parts of the municipality. 

The Municipal Manager and all Section 56 Managers entered into Performance Agreements as required by section 57 
of the Municipal Systems Act 32 (2000). In so doing, managers established a commitment to achieve and report on 
progress made with the implementation of the Key Performance Indicators (KPls) against set Performance Targets 
in the realization of the development priorities and objectives as determined in the Municipality's Integrated 
Development Plan (IDP) as well as the Service Delivery Budget Implementation Plan (SDBIP] for the financial year 
2013/14. 

The Municipality uses a quarterly based appraisal system, where owners of Key Performance Indicators update their 
actual performance achievements against set performance targets on the SDBIP. This provides management with a 
good indication of performance progress and where corrective action is required. This process is audited as per 
Section 45 of the Municipal Systems Act 32 (2000], and Portfolio of Evidence of all claimed performance progress 
tested. 

In terms of Section 46(1] (a] (iii] of the Municipal Systems Act 32 (2000] the municipality must reflect in the Annual 
Performance Report on measures taken to improve performance in cases where targets were not achieved. 

The municipality has ensured that there is continued public participation in decision making processes on matter 
affecting the community. This is most notable during the development of the IDP, where the voice of the community 
has ultimate say on which areas of service delivery the municipality needs to prioritize. 


Below is a list of highlights for the year under review: 

Successes; High lights 

• Appointment of the Municipal Manager after the position was vacant for two financial years, 

• Appointment of other Managers directly reporting to Municipality . 

• Sustain stability in council 

• Reduction of vacancy rate fron 52% to 12% 

• The municipality maintained a qualified Audit opinion by the AG, 

• The office of the CEO able to compile credible Annual Einancial Statements internally. 


Challenges; 


Some projects could not be implemented due to financial constraints. 
Cascading the Performance Management System to non-section 56 managers. 
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Culture of nonpayment of services by the community, 

Ageing infrastructure which has resulted in interruptions of water supply. 



1.2 Municipal Functions, Priorities, Demographics and Population 
1.2.1. Municipal Functions 

Mookgophong Local Municipality is a Category B municipality and it derives its powers and functions from the 
Constitution and the Municipal Structures Act. In terms of its IDP, it performs the following functions as listed below: 

Table 1: Powers and Functions 


Function 

Authority to 
perform function 

Actual performance 
of function 

Department Performing Function 

1. B/Regulations 

Yes 

Yes 

Technical Services 

2. Electricity Reticulation 

Yes 

Yes 

Technical Services 

3. Fire Fighting 

No 

Yes 

Social & Community Services 

4. Local Tourism 

Yes 

Yes 

Municipal Manager's Office 

5. Municipal Planning 

Yes 

Yes 

Technical Services 

6. Municipal Public Transport 

Yes 

No 

Social & Community Services 

7. Storm Water 

Yes 

Yes 

Technical Services 

8. Trading Regulations 

Yes 

Yes 

Social & Community Services 

9. Potable Water 

Yes 

Yes 

Technical Services 

10. Sanitation 

Yes 

Yes 

Technical Services 

11. Billboards & the display 
of adverts in public places 

Yes 

Yes 

Social & Community Services 

12. Cemeteries, Funeral 

Parlors & Crematoria 

Yes 

Yes 

Social & Community Services 

13. Cleansing 

Yes 

Yes 

Social & Community Services 

14. Control of public nuisance 

Yes 

Yes 

Social & Community Services 

15. Control of undertakings 
that sell liquor to the 
public 

Yes 

No 

Social & Community Services 

16. Facilities for 

accommodation, care and 
burial of animals 

Yes 

No 

Social & Community Services 

17. Fencing and fences 

Yes 

No 

Social & Community Services 

18. Licensing of dogs 

Yes 

No 

Social & Community Services 

19. Licensing and control of 
undertakings that sell food 
to the public 

Yes 

No 

Social & Community Services 

20. Local amenities 

Yes 

No 

Social & Community Services 

21. Local sport facilities 

Yes 

Yes 

Social & Community Services 

22. Municipal parks and 
recreation 

Yes 

Yes 

Social & Community Services 

23. Municipal roads 

Yes 

Yes 

Technical Services 

24. Pounds 

Yes 

No 

Social & Community Services 

25. Public places 

Yes 

Yes 

Social & Community Services 

26. Refuse removal, refuse 
dumps and solid waste 
disposal 

Yes 

Yes 

Social & Community Services 

27. Street trading 

Yes 

Yes 

Social & Community Services 

28. Street lighting 

Yes 

Yes 

Technical Services 


1.2.2. Municipal Priorities 
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Municipal Priorities (As per 2014/15 Strategic Planning Session] 


Municipal Priorities 

1 

Water and Sanitation 

2 

Roads and storm water 

3 

Electricity 

4 

Land , housing and cemetery 

5 

Unemployment and economic development 

6 

Clean audit 

7 

Good Governance and public accountability 

8 

Institutional development 

9 

Solid waste 

10 

Health and welfare 

11 

Safety and security 

12 

Education 

13 

Sports, arts and culture 


Below is a list of the Key Performance Areas for which employees are responsible to achieve and on which they 
report, as well as Strategic Priorities of the National Development Plan: 

KPA 1: Spatial Rationale 

KPA 2: Basic Services and Infrastructure Development 

KPA 3: Local Economic Development 

KPA 4 : Municipal Finance Management and Development 

KPA 5: Good Governance and Public Participation 

KPA 6: Transformation and Organisational Development 

Strategic Priorities of the National Development Plan: 

■ Creating decent jobs 

■ Education 

■ Health 

■ Fighting crime 

■ Rural Development 


1.2.3. Demographics 


The Mookgophong municipality is situated in the south-eastern corner of the Waterberg District Municipality. It is 
bordered by Modimolle Local Municipality in the south-west; Mogalakwena Municipality in the north and by the 
Capricorn District Municipality in the north and north-east; and the Sekhukhune District Municipality in the south 
and south-east. It covers a total surface area of 4 270.62 km^, which represents 9.2% of the total District Municipality 
surface area. 
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Fig. 1: Geographic Location of Mookgophong 


Geographic Extent and Population Sizes in Context 


Local Municipality 

Extent (kni2) 

% Of Total District 

Area 

Population Size 

% Of District 
Population 

Mookgophong 

4,270.62 

9.2 

35 640 

5.01 


Source, Statistics South Africa, 2011 


1.2.4. Population 


Table 2: Estimated Population Size 


Population Group 

Total Number 

% of Total Population 

African 

33532 

76 

White 

8604 

19.5 

Coloured 

1103 

2.5 

Asian 

882 

2 

Total: 

44121 

100 


Source, Statistics South Africa, 2011 


According to the Census of 2011, the total population of Mookgophong was recorded at 35 640, and was projected to 
grow at 1.5% year on year. It constitutes 5.01% of the overall district population. 
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The population growth rate was projected at 1.5% in 2001 (Source: STATS SA 2001] and comprises 5.01% of the 
district population. 

There are also more females than males living in the municipality. About 52% of the total population is consisting of 
females while 48% of the total population is males. 

Seventy six per cent (76%] of this population is made of Africans, nineteen and a half per cent (19.5%] are White 
people, (2.5%] are coloured people, whilst (2%] per cent are Asians (see Table 3]. The projection is based on the 
number of households that the municipality is currently billing. 

Age and Gender Distribution: Mookgophong municipality has a very young population with the majority of people 
falling between the ages between (18] and (39]. This age group is defined in terms of the National Social 
Development categories as people who are of a working age. This age distribution has far reaching consequences for 
the issues of development in general and service delivery in particular. The population in ward 4 is more than in all 
other wards. A detailed age distribution indicates that 37% of the people in the municipal area are under the 
category of youthful people between the ages of (15] and (39], 29% are children, 28% middle aged people and 6% 
are elderly people. 

Employment: Unemployment in the municipal area as per the limited definition is estimated at 9%. However as per 
the extended definition it is estimated at 29%. Only 36% of the total population in the municipality is employed (NB: 
The extended definition of unemployment includes those unemployed persons who have not made any attempt to 
look for work in the two weeks preceding the Census].The other 35% are falling under the non-employable as they 
are under the age of (17] or/and are pensioners (the old age]. 

Household Income: 67% Majority of MLM population lives under the breadline (earn less than R15 600 per year]. 
This translates into a monthly income of R1600 and lower per month for each household. A detailed assessment of 
the income distribution indicate that 67% of the people in the municipal area is living in abject poverty while 32% 
are barely making it every month and only about 1 % is relatively well off. This state of income relegates most of the 
community members to the category of the indigents. 

Table 3: Ward Distribution by Age Category 


Ward 

No. 

Total 

per 

ward 

Total 

% 

per 

ward 

Ages 

0-14yrs 

Ages 

15-39yrs 

Ages 

40-64yrs 

Ages 

65+yrs 




Female 

Males 

Females 

Males 

Females 

Males 

Females 

Males 

1 

11209 

100% 

20% 

(2521] 

12% 

(1513] 

13% 

(2091] 

12% 

(1930] 

14% 

(1646] 

8% 

(940] 

21% 

(398] 

17% 

(170] 

2 

10679 

100% 

14% 

(1756] 

10% 

(1270] 

20% 

(2091] 

17% 

(2734] 

15% 

(1763] 

7% 

(823] 

27% 

(724] 

17% 

(326] 

3 

9809 

100% 

15% 

(1891] 

9 % 
(1134] 

12% 

(3056] 

7% 

(1126] 

13% 

(2849] 

11% 

(1306] 

33% 

(879] 

12% 

(479] 

4 

7292 

100% 

9% 

(1050] 

5% 

(590] 

8% 

(1287] 

5% 

(804] 

9% 

(374] 

12% 

(498] 

4% 

(437] 

3% 

(109] 

5 

4480 

100% 

4% 

(507] 

3 % 
(379] 

9% 

(121] 

7% 

(1125] 

8% 

(332] 

6% 

(249] 

5% 

(122] 

4% 

(97] 

Total: 

43469 

100% 

18% 

(7725] 

11% 

(4886] 

35% 

8365] 

2% 

(7719] 

28% 

(6955] 

12% 

(5216] 

6% 

(2608] 

2% 

(156] 


1.3 Service Delivery Overview 
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The service delivery mandate of the municipality extends across the provision of Water, Electricity, Sanitation, 
Refuse Removal, Roads and storm water maintenance, protection services. The municipality also renders the 
following services on behalf of the District Municipality: 

■ Disaster Management, 

■ Fire fighting services. 

The provision of basic services to households can be summarized as follows: 

Table 4: Number of Households with access to Free Basic Services 


Service 

2013/2014 

2014;2015 

Target 

Actual 

Target 

Actual 

Water 

1279 

1279 

726 

726 

Electricity 

1279 

1279 

726 

726 

Refuse removal 

1279 

1279 

726 

726 


1.3.1. Water 


Table 5: Number of Households with Access to Water 


Households by type of 
water source 

Number of 
Household 

2012/2013 

2013/2014 

2014/2015 

Actual Number 

Actual Number 

Actual Number 

Piped Water 

2563 

2563 

2563 

2563 

Inside dwelling 

3784 

3784 

3784 

3784 

Inside the yard 

1300 

1300 

1300 

1300 

From access point 
outside the yard 

1500 

1500 

1500 

1500 

Borehole: Spring 

0 

0 

0 

0 

Dam/River/Stream 

0 

0 

0 

0 

Water Vendor 

0 

0 

0 

0 

Rainwater tank 

0 

0 

0 

0 

Other 

0 

0 

0 

0 

Total 

9147 

9147 

9147 

9147 


1.3.2. Sanitation 


Table 1: Number of Households with Access to Sanitation 


Type of toilet facilities 

2013/14 

2014/2015 

Flush toilet (connected to 
sewerage system) 

5894 

5894 

Flush toilet 
(with septic tank) 

1500 (Farms) 

1500 (Farms) 

Dry toilet facility 

1500 (Farms) 

1500 (Farms) 
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Type of toilet facilities 

2013/14 

2014/2015 

Chemical toilet 

0 

0 

Pit latrine with ventilation 
fVlP] 

0 

0 

Pit latrine without 

1300 

1300 

ventilation 

(Informal Settlement] 

(Informal Settlement] 


1347 

1347 


(Ext 4&5] 

(Ext 4&5] 

Bucket latrine 

0 

0 

No toilet facility 

1722 

1722 


Mookgophong Local Municipality has one waste - water treatment plant which caters for both Mookgophong 
town and Township. Roedtan/ Thusang has one pond and the farming community uses septic tanks. All 
Households in Mookgophong and part of the township are connected to waterborne Households in Ext 4 and 
(827] and Ext 5 with 390 households are without proper sanitation. 

The proper to do house connection has been completed . 


1.3.3. Electricity 


Mookgophong Local Municipality supplies electricity to the urban centre of Naboomspruit town, whilst Eskom 
supplies electricity mainly to the Mookgophong township and farming communities through a pre-paid system. 
The Municipality also provides electricity for street lighting. 

Table 2: Number of Households with Access to Electricity 


Type of 

Electricity 

Connection 

2012/2013 

2013/2014 

2013/2015 

Municipality 

5444 

5444 

5444 

Eskom 

9044 

9044 

9044 


1.4 Financial Health Overview 


Mookgophong Local Municipality is dependent on both own revenue and grant funding to remain financially 
viable. The financial below substitute the budgeted income against expenditure as follows: 

Table 3: Einancial Health Overview 


Description 

2013/2014 

2014/2015 

Variance 

% 

Actual 

Original budget 

Adjustments 

budget 

Actual 

expenditure 


Equitable shares 






Municipal System 
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improvement 






EPWP 






Financial 

Management 






PMU 






LGSETA 






Municipal 

infrastructure 







1.5 Organizational Development Overview 


The 2013/14 SDBIP was developed and approved as per legislative requirements. Quarterly reports as well as the 
Mid-term report were compiled and submitted to council to report on progress made against set targets. A PMS 
framework was also adopted by council. A Audit Committee was appointed, an Internal Audit unit established, 
and a functional MPAC established. 


Positions 

Status 

Section 56 employees 

• 

Four position filled 


• 

MM 


• 

CFO 


• 

SCS 


• 

Two vacant 


• 

PED 


• 

CS 


1.6 Auditor General Report 


The Municipality obtained a qualified audit opinion for the fourth consecutive year. An Audit Steering Committee 
was established and it met on a weekly basis to address audit findings in an attempt to achieve a clean audit. The 
Municipality had 66 Audit queries to address during the 2013/.14 financial year. 


1.7 Statutory Annual Report Process 


No 

Activity 

Time frame 

1 

Finalise 4* quarter Report for previous financial year 

8 July 2015 

2 

Section 56 Performance Agreements and performance plan finalized 

11 August 2015 

3 

Section 56 Performance Agreements and performance plan submitted to MFC 

15 August 2015 

4 

Submit draft Annual Report to Internal Audit and Auditor-General 

15 August 2015 
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No 

Activity 

Time frame 

5 

Audit/Performance committee considers draft Annual Report of municipality. 

19 August 2015 

6 

Mayor tables the unaudited Annual Report 

26 August 2015 

7 

Council adopts 2014/2015 IDP/Budget process plan 

26 August 2015 

8 

Municipality submits draft Annual Report including consolidated annual financial 
statements and performance report to Auditor General. 

29 August 2015 

9 

Auditor General assesses draft Annual Report including consolidated Annual 
Financial Statements and Performance data 

2 September - 30 
October 2015 

10 

Annual Performance Report as submitted to Auditor General to be provided as 
input to the IDP Analysis Phase 

4 September 2015 

11 

1®' (first } Quarter Annual Organizational performance report 

6 September 2015 

12 

Municipalities receive and start to address the Auditor General's comments 

3 November 2015 

13 

Midterm Report submitted to the Mayor ,NT ,PT and Coghsta 

23 January 2016 

14 

Mayor tables Annual Report and audited Financial Statements to Council complete 
with the Auditor- General's Report 

30 January 2016 

15 

Annual report is made public to solicit inputs and comments 

7 February 2016 

16 

Audited Annual Report is submitted to NT .PT and Auditor General 

7 February 2016 

17 

Oversight Committee assesses Annual Report 

14 February 2016 

18 

Adjustments budget to council 

28 February 2016 

19 

Consultation of communities on the Annual Report 

1-9 March 2016 

20 

Performance Assessment ofS56 (Formal] 

10 March 2016 

21 

Draft IDP/Budget to Audit Committee 

14 March 2015 

22 

Submission of Annual Report to Council for Adoption 

31 March 2015 

23 

Submission of Oversight report of the Annual Report to council for Adoption 

31 March 2016 

24 

Table the 2014/2015 IDP/Budget /SDBIP and all related policies 

31 March 2016 

25 

Oversight report is made public 

7 April 2016 

26 

Oversight report is submitted to relevant provincial councils 

7 April 2016 


CHAPTER 2: GOVERNANCE 


Mookgophong Local Municipality is a category B municipality and a plenary executive type of Council. The Council 
comprises of (10] Councillors of which (5] are indirectly elected and (5] are Ward Councillors. Hence, the majority 
of the Councillors are the ANCs with (6] Councillors whilst the minority is the DA with (2] Councillors, FF with (1] 
Councillors and COPE with (1] Councillor. 


Throughout the year, the Municipal Manager as the head administration played his role in terms of section 55 of 
the Municipal Systems Act. Amongst many of his roles, the Municipal Manager was able to advise the Political 
Structures and Political Office bearers of the municipality and carried out the decisions of the Political Structures. 
It is the responsibility of the Municipal Manager to advise Council to take decisions which in line with legislation 
and policies of Council. 


The Mayor has a dual role of the Chairperson of council and speaker. She presides over the sitting of Council and 
ceremonial activities of Council. During the year under review she convened the following meetings 


Ward based Planning meeting 

6 

IDP FORUMS 

5 

IDP/Budget road shows 

5 

District mayoral IGR 
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IMBIZOS 


(6] IDP forums (5] IDP ward based planning meetings, (5] Community Consultative meetings (3] Mayoral Imbizo 
and other ceremonies as per local government calendar. 

The Mayor has attended District Mayors /Speakers forum, (4] District Mayors Intergovernmental forum and (3] 
Premier Intergovernmental forums as well in some cases she was accompanied by the Municipal Manager. He also 
attended District Municipal Managers forum. 


Good governance was ensured by the fact that a Risk Officer and an Audit Committee were appointed. The Audit 
Committee is constituted of the Risk Committee and the Performance Audit Committee. All Employment Contracts 
and Performance Agreements were signed and submitted to the MEC of COGHSTA on time as per legislative 
requirement. 

An Internal Audit unit is also functional and is headed by a Chief Internal Auditor who is assisted by a staff 
complement of four other team members. 

A Municipal Public Account Committee is in place and had (4] meetings to consider the 2012/13 Annual Report 
and generated an Annual Oversight Report which was concluded within the appropriate timelines. 


COMPONENT A: POLITICAL AND ADMINISTRATIVE GOVERNANCE 


2.1 Political Governance 


2.1.1. Political Structure 


Section 52 (a] of the Municipal Einance Management Act provides that the Mayor must provide general political 
guidance over the fiscal and financial affairs of Council. Council had established in terms of Section 79 of the 
Municipal Structures Act the following Section 80 committees, namely: Budget, Treasury and IDP; Transformation, 
Administration and Corporate Services; Infrastructure Development; Planning and Economic Development; Special 
Projects; and Social and Community Services. These Committees are chaired by respective Committee Members. 


SECTION 80 COMMITTEES 


Name 

Position 

CIr NS Monyamane 

Mayor/Speaker of council 

CIr MR Kekana 

Council Chief Whip 

CIr AS Magowa 

Ward 2 Councilor 

CIr KS Lamola 

Ward 3 Councilor 

CIr C Van der Merwe 

Ward 4 Councilor 

CIr LWKola 

Ward 5 Councilor 

CIrSP Mafuna 

PR Councilor 

PR 


MS L 


CIr J Kleinhans 

PR Councilor 


Section 52 (a] of the Municipal Einance 
Management Act 56 (2003] provides that 
the Mayor must provide general political 
guidance over the fiscal and financial affairs 
of Council. Council has established in terms 
of Section 79 of the Municipal Structures 
Act 32 (2000] the following Section 80 
committees: 


Table 4: Section 80 Committees 
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PORTFOLIO COMMITTEE 

CHAIPERSON 

MEMBERS 

Budget , Treasury And IDP Committee 

Cllr. RM Kekana 

Cllr. KS Lamola 

Cllr. JH Kleynhans 

Cllr. LW Kola 

Cllr. MS Langa 

Cllr. HP Louw 

Transformation , Administration And 

Corporate Services Committee 

Cllr. SP Mafuna 

Cllr. KS Lamola 

Cllr. JH Kleynhans 

Cllr. L.W Kola 

Cllr. MS Langa 

Cllr. HP Louw 

Planning And Economic Development 
Committee 

Cllr. KS Lamola 

Cllr. MS Langa 

Cllr. JH Kleynhans 

Cllr. SP Mafuna 

Infrastructure Committee 

Cllr. LW Kola 

Cllr. MS Langa 

Cllr. JH Kleynhans 

Cllr. SP Mafuna 

Social Development And Community Service 
Committee 

Cllr. AS Magowa 

Cllr. JH Kleynhans 

Cllr. KS Lamola 

Municipal Public Account Committee (MPAC] 

Cllr. MS Langa 

Cllr. HP Louw 

Cllr. SP Mafuna 

Cllr. KS Lamola 

Cllr. JH Kleynhans 


2.1.2. Political Decision-Making 


Table 5: C ouncil Meetings Schedule 


Ordinary Council Meetings 

Special Council Meetings 

29 July 

2014 

14 November 2014 

02 September 

2014 

10 March 2015 

30 September 

2014 

09 June 2015 

23 October 

2014 


25 November 

2014 


23 January 

2015 


25 February 

2015 


31 March 

2015 


28 April 

2015 


26 May 

2015 



2.2 Administrative Governance 
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2.2.1. Municipal Manager 


Mr. OP Sebola 

Municipal Manager is the Accounting Officer of the institution as per legislation. All section 56 Managers accountable 
to him namely: Corporate services, Budget and Treasury, Infrastructure Development and Social and Community 
services. 

The office of the Municipal Manager comprises of (4] units namely: 

• Strategic Management, 

• Internal Audit, 

• Communications, 

• Administration, which is located in the Roedtan Satellite office. 


2.2.2. Chief Financial Officer 


Dewalt Eksteen 

Chief Financial Officer: Department: Budget and Treasury Office comprises of (4] divisions namely: 

• Supply Chain Management, 

• Revenue Management, 

• Budget and Reporting, 

• Expenditure Management. 


2.2.3. Director: Infrastructure Development 


MC Makofane 

Acting Director: Infrastructure Development: The department comprises of (4] divisions namely: 

• Water and Sanitation Services, 

• Electricity Services, 

• Roads and Storm Water, 

• Planning. 


2.2.4. Director: Social and Community Development 


MH Sebata 

Director: Social and Community Development. The department comprises of (2] divisions, namely: 

• Environmental Management, 

• Traffic and Licensing, 

• Sports and Recreation, 

• Parks and Waste Management. 


2.2.5. Director: Corporate Support Services 


MH Sebata 

Acting Director: Corporate Support Services: The Department comprises of (4] divisions, namely: 

• Human Resources Management, 

• Information and Communication Technology, 

• Administration 

• Legal Services. 
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COMPONENT B: INTER GOVERNMENTAL RELATIONS 


2.3 Inter-Governmental Relations Forums 


For the financial year under review, Municipal Manager attended (3] Municipal Managers Forums and (12] Sector 
Departments meeting within the District hosted by the District Municipality. The Mayor attended (4] District Mayors 
forum and (4] Premier Intergovernmental Forums, as well the District Lekgotla and EXCO Lekgotla. 


COMPONENT C: PUBLIC ACCOUNTABILITY AND PARTICIPATION 


In terms of Section 15 of the Municipal Structures Act 117 (1998], Mookgophong Local Municipality is required to 
organize its administration to facilitate and promote a culture of accountability among its staff 
Accountability amongst staff is re-enforced through the use of a Performance Management System. This system was 
developed for the purpose of improving the service delivery to the community (through increased economy, 
efficiency and effectiveness in service delivery] whereby staff members are accountable for their areas of 
responsibility in terms of achieving the targeted outcomes as laid out in their individual performance plans. This 
enables the municipality to measure performance against the Integrated Development Plan, the Service Delivery and 
Budget Implementation Plan and the Annual Budget. Performance measurement is an interactive process that 
allows for identification of potential issues quickly to make any necessary interventions. The level of usage varies 
across the Municipality, but is currently mainly used for Section 56 Managers. 


2.4 Public Meetings 


Public meetings were held as follows: 
Table 6: Schedule of Public Meetings 


Nature and 
purpose of a 
meeting 

Date of 

event/meeting 

Number of 
participating 
Municipal 
Councillors 

Number of 
Community 
members attending 

Number of participating 
Municipal Administrators 

Ward Based 
Planning 

08 Nov 2014 

All 

180 

5 

10Nov2014 

All 

185 

5 

11 Nov 2014 

All 

179 

5 

13 Nov 2014 

All 

196 

5 

14 Nov 2014 

All 

103 

5 

IDP Road 

show 

12 May 2015 

All 

100 

5 

18 May 2015 

All 

190 

5 


All 

181 

5 


A1 

180 

5 


All 

100 

5 

IDP/Budget 

Rep forum 

19 May 2015 

All 

170 

5 


All 

163 

5 

21 November 2014 

All 

155 

5 

21 August 2014 

ALL 

160 

5 
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2.5 IDP Participation and Alignment 
Table 7: IDP Participation and Alignment 


IDP Participation and Alignment criteria 

Yes / No 

Does the municipality have impact outcome, input and output indicators? 

Yes 

Does the IDP have priorities objectives, KPIs and development strategies? 

Yes 

Does the IDP have multi- year targets 

Yes 

Are the above aligned and can they calculate into a score? 

Yes 

Does the budget align directly to the KPIs in the strategic plan? 

Yes 

Do the IDP KPIs align to those of Section 57 Managers 

Yes 

Do the IDP KPIs lead to functional area KPIs as per SDBIP 

Yes 

Do the IDP KPIS align with the Provincial KPIs on the 12 outcomes 

Yes 

Were the indicators communicated to the public? 

Yes 

Were the fourth quarter aligned submitted within stipulated time frames? 

Yes 


COMPONENT D: CORPORATE GOVERNANCE OVERVIEW 


2.6 Risk Management 

The Accounting officer ensures that the municipality has and maintains an effective, efficient and transparent system 
of financial, risk management and internal controls. Risk Management is a valuable tool which increases the 
municipality's prospects of success by minimizing negative outcomes and optimizing opportunities. 

The municipality has a Risk Management Policy, Whistle Blowing Policy and a Eraud and Anti-Corruption Policy. 
Purthermore there is a Risk Management Strategy and a Eraud Prevention Plan. These policies, strategies and plans 
are reviewed annually. 

A Risk Register which entails all risks which senior managers should address is compiled on an annual basis. A Risk 
Management Committee comprising of senior managers, divisional heads and chaired by an external chairperson is 
in place and functional. 

Significant risks are identified and prioritized every year. 


Risk description 

Activity 

Rating 

Inadequate provision of basic services 



Limited capacity of infrastructure 



Illegal occupation of municipal land. 



Community protests 



Poor performance 



Illegal dumping, community protests 



Litigations 



Loss of assets including cellphones, laptops and 
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modems 



Negative audit opinion 



Cash is not safeguarded at all times. 




Table 8: List of Risks and Ratings 


2.7 Supply Chain Management 


The Supply Chain Management Policy has been reviewed and is in line with the MFMA Regulations. Budget and 
Treasury Office ensures that the above is implemented. A (3] bid system is in place, with bid committees 
implementing SCM processes and regulations. To manage conflict of interests, official's complete declaration of 
interest forms and there is regular reporting to Council on SCM Deviations. 

Table 9: List of Tenders Awarded 2014/15 


Tender No 

Project 

Name 

Project 

description 

Date awarded 

Service Provider 

Tender Amount 

TS04-2014/15 

Sewer 

Sewer outfall 

reticulation and 

house 

connection 

16/09/2014 

KTS GENERAL TRADER 

CC 

R17 140 744.80 

TS05-2014/15 

Water 

Upgrading of 

Welgevonden 
purification 
works phase 2 

16/09/2014 

R LEGAE 

R7 216 153 98 

TSO 6-2014/15 

Sports 

facility 

Upgrading of 

Mookgophong 
sports facility 

Ext 5&6 

16/09/2014 

BEEORESUNSET 

TRADING AND 

PROJECTS 

R1 750 000.00 

TS08-2014/15 

Electricity 

Maintenance of 

electrical 

services 

17/03/.2015 

GENERIC CORE IT 

SOLUTION 

As per bill of 
quantity 

TS09-2014/15 

Electricity 

Maintenance of 

electrical 

services 

17/03/.2015 

GENERIC CORE IT 

SOLUTION 

As per bill of 
quantity 

TSOlO-2014/15 

Electricity 

MVpower factor 
correction 

system @main 
station 

20/03/.2015 

MABUSHABUSINESS 

ENTERPRISE 

35% 

TS012-2014/15 

Water 

Maintenance of 

water services 

17/03/.2015 

KGOEPHU BUSINESS 

ENTERPRISES 

As per bill of 
quantity 


2.8 Municipal Website 

The Information and Communications Technology is responsible for hosting the Municipal website with the 
assistance of SITA. In terms of the Municipal Systems Act 32 (2000] a number of important documents must be put 
on the Municipal website. Such a website should be user friendly, helpful and updated on a regular basis. 

Table 10: List of Documents Published 


Documents published on the municipal website 


Yes/No 


Date of Publication 
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Current annual and adjustments budget and all budget related 
documents 

Yes 

6 February 2014 

All current budget related policies 

Yes 

7* Every month 

2013/14 Annual Report 

Yes 

6 February 2014 

The 2012/13 Annual Report published or to be published 

Yes 

7 April 2015 

2014/15 mid-term budged & performance report 

Yes 

29 January 2015 

2015/16 IDP/BUDGET 


3 

J 

Une2015 

30 July 2014 

All service delivery agreements of 2014/15 

Yes 

30 July 2014 

All long term borrowing contracts 

Yes 

N/A 

All quarterly reports tabled to Council 

NO 

N/A 

All supply chain management contracts above a certain value 

Yes 

Quarterly 

Public Private Partnerships 

No 

N/A 

Information statement listing all the assets over a prescribed 
value that have been disposed 

Yes 

N/A 

Contracts to which subsection of 33 applies 

Yes 

N/A 


2.9 Public Satisfaction on Municipal Services 


Mookgophong Local Municipality uses a "Complaints and Compliments Book” public satisfaction survey mechanism 
to assess the attitude of the community on the services it renders. 

Table 11: List of Public Satisfaction Surveys 


Subject of survey 

Survey method 

Date of 
Survey 

Number of 
people 
included in 
survey 

Survey result 
indicating 
satisfaction 
or better % 

Overall satisfaction with 

Complaints & 
compliments book 

On-going 

3000 

80% 

Satisfied 

Municipality 

Municipality Service Delivery 

Complaints & 
compliments book 


3000 

100% Satisfied 

Satisfaction with 

Refuse collection 

Complaints & 
compliments book 

On-going 

924 

100% not 
satisfied 

Road Maintenance 

Complaints & 
compliments book 

On-going 

1800 

70% not 
satisfied 

Electricity supply 

Complaints & 
compliments book 

On-going 

1800 

100% satisfied 

Water supply 

Complaints & 
compliments book 

On-going 

300 

100% not 
satisfied 

Sanitation 

Complaints & 
compliments book 

On-going 

1722 

80% not 
satisfied 

Information supplied by the 
municipality to the public 

Complaints & 
compliments book 

On-going 

300 

80% not 
satisfied 

Consultation on municipal affairs 

Complaints & 
compliments book 

On-going 

180 

100% not 
satisfied 
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CHAPTER 3: SERVICE DELIVERY PERFORMANCE REPORT PART 1 


3. Introduction 


Spanenberg (1994] describes performance management as: "An approach to managing people that entails planning employee performance, facilitating the achievement of 
work - related goals and reviewing performance as a way of motivating to achieve their full potential in line with the organisation's objectives". 

Section 40 of the Municipal Systems Act 32 (2000] requires municipalities to establish mechanisms to monitor and review their performance management systems. 
Accordingly the municipality must in terms of its performance management system and in accordance with any regulations and guidelines that may be prescribed set 
appropriate key performance indicators as a yardstick for measuring performance, including outcomes and impact. 

With regard to the municipality's development priorities and objectives set out in its integrated development plan; 

■ set measurable performance targets with regard to each of those development priorities and objectives; 

■ with regard to each of those development priorities and objectives and against the key performance indicators and targets set; 

■ monitor performance; 

■ measure and review performance 

Section 57 (1] (b] (4] (a] (b] (c] (5] of the Municipal Systems Act 32 (2000] prescribes that Section 56 Managers should enter into Annual Performance Agreements with 
the Municipal Manager. These should include: 

■ performance objectives and targets that must be met, and the time frames within which those performance objectives and targets must be met; 

■ standards and procedures for evaluating performance and intervals for evaluation; and 

■ the consequences of substandard performance 

■ The performance objectives and targets must be practical, measurable and based on the key performance indicators set out from time to time in the 
municipality's integrated development plan. 


Section 1 of the Municipal Finance Management Act (No. 56 of 2003] defines the SDBIP as: "a detailed plan approved by the mayor of a municipality in terms of section 53 
(1] (c](ii] for implementing the municipality's delivery of services and the execution of its annual budget and which must include the following: 
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(a] Projections for each month; 

(i] revenue to be collected, by source; and 

(ii] operational and capital expenditure, by vote; 

(b] service delivery targets and performance indicators for each quarter. 

The SDBIP provides the vital link between the mayor, council (executive] and the administration, and facilitates the process for holding management accountable for its 
performance. The SDBIP is a management, implementation and monitoring tool that will assist the mayor, councillors, municipal manager, senior managers and 
community. A properly formulated SDBIP will ensure that appropriate information is circulated internally and externally for purposes of monitoring the execution of the 
budget, performance of senior management and achievement of the strategic objectives set by council. It enables the municipal manager to monitor the performance of 
senior managers, the mayor to monitor the performance of the municipal manager, and for the community to monitor the performance of the municipality. The SDBIP 
should therefore determine (and be consistent with] the performance agreements between the mayor and the municipal manager and the municipal manager and senior 
managers determined at the start of every financial year and approved by the mayor. It must also be consistent with outsourced service delivery agreements such as 
municipal entities, public-private partnerships, service contracts and the like. 

The SDBIP indicates the responsibilities and outputs for each of the senior managers in the top management team, the inputs to be used, and the time deadlines for each 
output. The SDBIP will therefore determine the performance agreements of the municipal manager and senior managers, including the outputs and deadlines for which 
they will be held responsible. 

In terms of Section 45 of the Municipal Systems Act 32 (2000], performance measurement results must be audited: 

■ As part of the municipal's internal auditing processes; and 

■ Annually by the auditor-General 

The Municipal Performance Management Regulations (2001] provide for the annual appointment of and budgeting for a performance management audit committee by the 
municipality. The committee must, on a continuous basis, audit the performance measurements of the municipality. The focus of the audit should be on economic 
efficiency, effectiveness and impact in terms of the municipal indicators and targets as contained in its SDBIP. 


COMPONENT A: BASIC SERVICES 


Mookgophong Local Municipality is responsible to render basic services to its residents. These services are water, electricity, sanitation, roads and storm water networks. 
The Municipality is a Water Service Authority as well as Water Service Provider. The Municipality is also the Electricity Service Authority as well as the Electricity Service 
Provider. 


3.1 Basic Services 
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3.1.1. Water 


strategic Objective 

Performance Indicator 

2013/2014 

2014/2015 

POE 

Targe 

t 

Actual 

Target 

Actual 

Variance 

To develop and 
maintain an 
infrastructure system 
which provide 
sustainable access to 
basic services 

Number of households with access to water 

8244 

8244 

8244 

8244 

0% 

Billing report 

Number of households with access to free 

basic water 

8244 

8244 

1400 

1400 

0% 

Indigent register 

Percentage of water quality compliance 

100% 

100% 

100% 

100% 

0 

Water quality report 
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Employees 

Number of employees related to the provision of water: 


Job level 

Number of 
Employees 

Number of Positions 

Vacancies (Full time equivalents) 

Vacancies( as a % of total posts) % 

8 

8 

12 

4 

33% 


3.1.2. Electricity 


Strategic 

Objective 

Performance Indicator 

2013/2014 

2014/2015 

POE 

Target 

Actual 

Target 

Actual 

Variance 

To develop and 
maintain an 

infrastructure 
system which 
provide 
sustainable 
access to basic 

services 

Number of households with access electricity 

8244 

8244 

8244 

8244 

0 

Billing report 

Number of households with access free basic electricity 

1279 

1278 

1279 

1279 

0 

Indigent register 

Percentage of energy saving 

10% 

10% 

10% 

10% 

0 

Minutes of energy 
forum 

Number of projects completed on time per department 

100% 

70% 

100% 

80% 

20% 

Project Status 
report 

Number of projects completed within budget per 
department 

100% 

70% 

100% 

90% 

10% 

Project status 
report 

Number of AG audit queries related to department 
resolved 

1 

1 

1 

1 

0 

Action plan 
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strategic 

Objective 

Performance Indicator 

2013/2014 

2014/2015 

POE 

Target 

Actual 

Target 

Actual 

Variance 

Number of risk meetings attended 

4 

2 

4 

1 

3 

Risk management 
report 

To ensure good 
governance and 
accountability 

Number of internal audit queries related to department 
resolved within agreed timeframes 

2 

0 

4 

4 

0 

Internal audit 
report 

Number of departmental meetings held 

4 

4 

4 

4 

0 

Minutes and 
agenda 

Number of portfolio committee meetings attended 

11 

11 

11 

11 

0 

Council 

resolutions 


Employees 

Numbers of employees related to the provision of electricity: 


Job level 

Number of 
Employees 

Number of Positions 

Vacancies ( Full time equivalents) 

Vacancies ( as a % of total posts) 

0-3 

1 

1 

0 

0 

4-6 

4 

7 

2 

33% 

7-9 

0 

0 

0 

0 

10-12 

1 

10 

9 

90% 

13-15 

0 

0 

0 

0 

16-18 

9 

18 

9 

50% 

19-20 

0 

0 

0 

0 


3.1.3. Sanitation 



Strategic Objective 

2013/14 

2014/15 

POE 
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Target 

Actual 

Target 

Actual 

Variance 


To ensure financial 
management and 
viability 

Percentage of households with access to 
sanitation 

100 

70% 

100% 

70% 

30 

Quarterly report 


Percentage of Operating budget variance per 
department YTD 

100% 

100% 

100% 

100% 

0 

Quarterly reports 


Percentage of capital budget variance 

100% 

100% 

100% 

100% 

0 

Quarterly reports 


Percentage of SCM deviation followed up and 
reported 

100% 

100% 

100% 

100% 

0 

Quarterly reports 


Percentage of contract management reports 
submitted 

100% 

100% 

100% 

100% 

0 

Quarterly reports 


Percentage of projects completed on time per 
department 

100% 

100% 

100% 

100% 

0 

Quarterly reports 


Percentage of projects completed within budget 
per department 

100% 

100% 

100% 

100% 

0 

Quarterly reports 

To ensure good 
governance and 
accountability 

Number of IDP Rep Forum meetings attended 

4 

4 

4 

4 

0 

Minutes of the rep 
forum 


Employees 

The numbers of employees related to the provision of sanitation are as follows: 
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3.2 Social and Community Development 


3.2.1. Refuse Removal 


strategic 

Performance Indicator 

2012/13 

2013/14 

POE 

Job level Number of Number of Positions Vacancies( Full time equivalents) N Vacancies( as a % of total posts) 

Employees 



— TctrgCT 


— rsn-gCT 




To develop 
infrastructural 
systems to 
supply basic 
service 

Number of refuse removal 
community based programs 
launched 

4 

4 

4 

4 

0 

Photos and agenda 
attached 

Number of illegal dumping 
sites addressed 

10 

20 

15 

15 

0 

See photos 

Number of households with 
access to solid waste 

8422 

8422 

8422 

8422 

0 

Please see refuse removal 
daily program 

To ensure 

financial 
management 
and viability 

Percentage of projects 
completed on time per 
department 

100% 

100% 

100% 

100% 

0 

PMU Report 

Percentage of projects 
completed within budget per 
department 

100% 

100% 

100% 

100% 

0 

PMU Report 

To ensure good 
governance and 
accountability 

Percentage of Council 
Resolutions implemented 

100% 

100% 

100% 

100% 

0 

Council resolutions report 

Number of portfolio committee 
meetings attended 

12 

12 

12 

12 

0 

Portfolio committee 

minutes 
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0-3 

0 

0 

0 

0 

4-6 

1 

4 

3 

75% 

7-9 

0 

0 

0 

0 

10-12 

3 

12 

9 

75% 

13-15 

4 

13 

9 

70% 

16-18 

5 

18 

13 

72% 

19-20 

0 

0 

0 

0 


3.2.2. Parks and Cemeteries 


Strategic 

Objective 

Performance Indicator 

2012/13 

2013/14 

POE 

Target 

Actual 

Target 

Actual 

Variance 

To develop 
infrastructural 
systems to 
supply basic 
service 

Number of parks maintained 

6 

6 

6 

6 

0 

Pictures 

Expenditure on maintenance 

Number of graves dug 

200 

200 

50 

50 

0 

Pictures .Burial orders and monthly report on 
statistics for burial made 

Income: See ledger 

Number of cemeteries 
maintained 

6 

6 

6 

6 

0 

Expenditure on the maintained of cemeteries 

And the pictures 

Number of portfolio committee 
Meeting 

12 

12 

12 

12 

0 

Portfolio committee minutes 
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3.2.3. Sports and Recreation 


strategic 

Objective 

Performance Indicator 

2012/13 

2013/14 

POE 

Target 

Actual 

Target 

Actual 

Variance 

To ensure good 
governance and 
accountability 

Number of sports facilities 
maintained 

2 

2 

2 

2 

0 

Maintenance report and monthly report 


3.2.5. Traffic and Licensing 


Strategic 

Objective 

Performance Indicator 

2012/13 

2013/14 

POE 

Target 

Actual 

Target 

Actual 

Variance 

To develop 
infrastructural 
systems to 
supply basic 
service 

Number of bookings for 
driver's license 

1600 

1600 

1028 

1028 

0 

Please see the RD329 report 

and the monthly report submitted to 
council 

Number of driver's licenses 
issued 

2400 

2400 

1066 

1066 

0 

Please see the RD329 report 

and the monthly report submitted to 
council 

Number of bookings for 
leaner drivers' license 

1200 

1200 

583 

583 

0 

Please see the RD329 report 

and the monthly report submitted to 
council 
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strategic 

Objective 

Performance Indicator 

2012/13 

2013/14 

POE 



Target 

Actual 

Target 

Actual 

Variance 



Number of learner licenses 
issued 

1000 

1000 

358 

358 

0 

Please see the RD329 report 

and the monthly report submitted to 
council 


Number of bookings for 
roadworthy certificates 

800 

800 

147 

148 

0 

See Monthly report 


Number of roadworthy 
certificates issued 

800 

800 

135 

135 

0 

See Monthly report 


Percentage of reported 
disasters attended to 

100% 

100% 

100% 

100% 

0 

Monthly reports 


Number of Disaster 
Management Meetings 
attended 

4 

4 

4 

0 

4 

None 


Employees 


Number of employees related to the provision of Social and Community Development: 


Job level 

Number of Employees 

Number of Positions 

Vacancies (Full time equivalents) 

Vacancies( as a % of total posts) 

0-3 

0 

0 

0 

0 

4-6 

1 

2 

1 

50% 

19-20 

57 

60 

3 

5% 


COMPONENT B: ROAD TRANSPORT 
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3.3 Roads and Storm Water 


strategic 

Objective 

Performance Indicator 

2012/13 

2013/14 

POE 

Target 

Actual 

Target 

Actual 

Variance 

To ensure 
integrated and 
sustainable 

human 

settlement 

Percentage of households 
with access to road and 
adequate storm water 
control 

100% 

100% 

100% 

100% 

0 

Monthly report 

Percentage of road surfaced 

100% 

100% 

100% 

100% 

0 

Monthly report 


Employees 


Number of employees related to the provision of Roads and Storm Water services: 


Job level 

Number of Employees 

Number of Positions 

Vacancies( Full time equivalents) 

Vacanciesf as a % of total posts) 

0-3 

0 

0 

0 

0 

4-6 

1 

1 

0 

0 

7-9 

0 

0 

0 

0 

10-12 

7 

12 

5 

42% 

13-15 

23 

13 

0 

0 

16-18 

1 

2 

1 

50% 

19-20 

0 

0 

0 

0 


COMPONENT C: PLANNING AND ECONOMIC DEVELOPMENT 


3.4 Infrastructure Development 
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strategic 

Objective 

Performance Indicator 

2012/13 

2013/14 

POE 



Target 

Actual 

Target 

Actual 

Variance 


To ensure 
integrated and 
sustainable use 

of land 

Number of land 
applications for 
development responded 
within 3 month. 

100% 

Applications to 
be taken to 
council 

100% 

2 land applications taken to 
council 

0 

Applications 


Number of building plans 
approved. 

100% 

8 plans 
submitted 

5 approved 

3 outstanding 

Foundation 
inspection^ 3 

100% 

9 Building plans submitted 

9 approved 

1 occupational certificate 

6 Foundation inspection 

0 

Applications 


Number of SDF projects 
implemented. 

100% 

To source funds 
for SDF projects 

100% 

to source fund for SDF projects 

0 

None 


Number of initiatives to 
support human settlement 

100% 

Attend Provincial 
human 
settlement 
meetings/Agend 
a or minutes 

100% 

2 meetings held for human 
settlement support 

0 

None 


Number of risk meetings 
attended 

100% 

Attend all risks 
meeting 

100% 

Attended all risks meetings 
convened 

0 

Attendance register 


Employees 

Number of employees related to the provision of Roads and Storm Water services: 
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Job level 

Number of 
Employees 

Number of Posts 

Vacancies( Full time equivalents) 

Vacancies( as a % of total posts) 

0-3 

1 

1 

0 

0 

4-6 

1 

1 

0 

0 


3.5 Planning and Economic Development 


Strategic Objective 

Performance Indicator 

2013/14 

POE 



Target 

Actual 

Variance 


To create conducive 
environment to local 
economic development 

Number of LED Forum meetings 
attended 

4 

0/4 No meeting 
arranged 

Not Achieved 

0 

None 


Number of jobs created through LED 
projects/ special projects 

80 

jobs created 

Vodapark EPWP 

Achieved 

8 

EPWP report 


Number of SMMES trained 

4 

6/10 

6 

Performance report 




SMMEs trained Not 
achieved 




Number of Cooperatives supported 

5 

5/5 Cooperatives 
supported Achieved 

0 

Performance report 
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strategic Objective 

Performance Indicator 

2013/14 

POE 

Target 

Actual 

Variance 

Number of Ward Committees reports 
submitted 

5 

5/5 ward committee 
report Achieved 

0 

Council Agenda 

Number of Wards implementing the CWP 

1 

Not achieved. No 
allocation from EPWP. 

1 

None 

Number of Ward Committees supported 
in view of the funding model 

5 

5/5 ward committee 
supported 

Achieved 

0 

Ward committee 
report 

Number of LED Forum meetings 
attended 

4 

0/4 No meeting 
arranged 

Not Achieved 

4 

None 


Employees 

The numbers of employees related to the provision of Local Economic Development are as follows: 


Job level 

Number of Employees 

Number of Positions 

Vacancies (Full time equivalents) 

Vacancies (as a % of total posts) 

7-9 

2 

2 

0 

0 


3.6 Internal Audit 
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strategic 

Objective 

Performance Indicator 

2012/13 

2013/14 

POE 

Target 

Actual 

Target 

Actual 

Variance 

To deepen 
democracy and 
promote 
accountability 

% of Internal audit queries 
resolved 

100% 

100% 

100% 

100% 

0% 

Action plan 


Employees 

The numbers of employees related to the provision of Internal Audit are as follows: 


Job level 

Number of Employees 

Number of Positions 

Vacancies (Full time equivalents) 

Vacancies (as a % of total posts) 

0-3 

1 

1 

0 

0 

4-6 

1 

1 

0 

0 

7-9 

2 

2 

0 

0 


COMPONENT I: CORPORATE SERVICES 


STRATEGIC OBJECTIVE 

KPI 

2013/14 

2014/15 




Target 

Actual 

Target 

Actual 

Actual 

To develop institution and support 
efficient and effective administration 

Number of WSP reviewed and implemented 

1 

1 

1 

1 

0 


Number of trained interns 

5 

5 

5 

5 

0 


Number of officials trained 







33 I P a g e 


g:S:S3 



Number of people from EE target groups employed in 
the three highest of management that comply with EE 
plan 



R300 000 


0 


Percentage of powers Delegated 



0 


0 

Percentage of contracts kept safe 

100 

100 







100 





Employees 

The number of employees related to serving under Corporate Policy Offices and others are as follows: 


Job level 

Number of Employees 

Number of Positions 

Vacancies (as a % of total posts) 

0-3 

2 

1 

50% 

13-15 

1 

1 

0 

Total 

3 

2 

33% 


COMPONENT K: ORGANIZATIONAL PERFORMANCE SCORECARD 


MUNICIPAL MANAGER 


STRATEG 

1C 

OBJECTI 

VE 

PROJECT 

KPI 

BASELINE 

ANNUAL 

TARGET 

Q4 

TARGET 

q4 ACTUAL 

PORTFOLI 

OOF 

EVIDENCE 

BUDGE 

T 

EXPENDITU 

RE 

VARIEN 

CE 

REASON 

FOR 

VARIENCE 

REMEDI 

AL 


Design 

internal 

controls to 

ensure a 

credible IDP 

Rate of 

Credible 

IDP 

Credible 
2014/15 IDP 

Credible 

2015/16 

IDP 

Planning 
phase: Set 
up 

steering 
committee 
and adopt 
the IDP 

Achieved 

2015/16 

IDP. Budget 
adopted by 
council as 

per 

legislative 

MEC 

Assessmen 

t report 

R300 

000 

324 000 

24 OOO 

Over 

expenditu 

re as a 

result 



34 I P a g e 








2015/16 

and 

budget 

process 

plan 

requirements 








Compile 
quarterly a 
performance 
assessment 
report to be 
audited and 
submitted to 

council for 
approval. 

Percentag 
e PMS 
implement 
ed 

All 

Performan 

ce 

Agreemen 
ts signed 
and 

submitted 
to Coghsta 

100% 

Signed 

Performan 

ce 

Agreemen 
tsfor MM 
and Sec 56 
managers 
Quarterly 
Assessmen 

ts 

Achieved 

100% 5/5 
MANAGERS 

SIGNED 

PERFORMAN 

CE 

AGREEMENT 

S 

Performan 

ce 

Agreemen 

ts 

0 

0 

0 

0 

None 


IDP/Budget 

andSDBIP 

alignment 

and 

integration 

Percentag 
e of 

IDP/Budget 

andSDBIP 

aligned 

2013//15 

SDBIP 

100% 

Aligned 

2014/15 

SDBIP 

100 

100% 

Achieved 
process to 
aligned the 
SDBIP and 
budget 
completed 

2014/2015 

Review 

SDBIP 

0 

0 

0 

0 

0 


Credible 

Annual 

Report 

Percentag 
e of 

credible 

annual 

report 

2013/14 

Annual 

Report 

100% 

2013/2014 

Credible 

Annual 

Report 

50% 

100% 

Achieved 
2013/14 
Annual 
Report 
submitted to 

council 

2013/14 

Adopted 

Annual 

Report 

0 

0 

0 

N 

None 


Develop with 
the 

assistance of 

the service 
provider a 
new financial 
system to 

Percentag 
e progress 
made to 
implement 
SCOA 

45% 

45% 

5 % 

Not 

Achieved 

Minutes 

and 

attendant 
e registers 
for 

presentati 
on of 

0 

0 

0 

0 

0 
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conform 

with SCOA 






service 

provider 







Establish 

basic 

controls to 

ensure that 

all council's 

oversight 

committees 

are 

functioning 

effectively 

Number of 

oversight 

committee 

s held 
during the 
year 

4 

8 

2 

Achieved 6/4 
meetings 
convened 

Minutes 

and 

attendant 
e registers 

0 

0 

0 

0 

0 


Design an 
audit 

correction 
plan based 
on the 2014 
audit report 
and execute 

Percentag 
e of audit 
queries 
related to 

the 

municipalit 

y 

addressed 

100% 

Function 

al Audit 

Committ 

ee 

Approve 

d 

Internal 

Audit 

Plan 

Audit Plan 
approved 
by the 
audit 

committee 

Perform 

audits 
according 
to the 
approved 
audit plan 
Audit 

Committe 
e meeting 
Audit 
Report to 
Council 

90% Achieved 
Audit plan 
achieved 

Minutes 

R880 

000 

0 

0 

0 

0 


Create an 

administrativ 
e support 
system to 
assist ward 

committees 

in effective 

Number of 

ward 

committee 

meeting 

held 

12 

12 

9 

11/11 ward 
committee 
meetings 
held 

Minutes 

and 

attendant 
e registers 

R600 

000 

RI50 000 

R459 

000 

To be 
spend in 
the last 
quarters 

None 
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functioning 













Execute the 
plans based 
on the 

communicati 
on strategy 

Percentag 
e of plans 
executed 
from the 
strategy 

100% 

100% 

75% 

Not achieved 

None 

R24 

000 

0 

0 

0 

0 


KPA 2: Basic Service Delivery Social & Community Services 
Department 


strategic 

Objective 

Function 

Project 

KPI 

Baseline 

2014/15 

Annual 

target 

Q4 Target 

Q4 Actual 

Portfolio 

of 

Evidence 

Budget 

Expenditu 

re 

Varianc 

e 

Explanati 
on of 
Variance 

Remedial 

Action 


Solid 

waste 

To initiate 
quarterly 

aworeness 

campaigns 
to reduce 
illegal 
dumping 

Number of 

awareness 

campaigns 

initiated 

awareness 

campaign 

s 

4 

1 

Not 

achieved 

Program 

R234 000 

R585 00 

R 175-50 

0 

None 

Awarenes 

s to he 
conducte 
d on the 
18‘^ July 
2015, 

celebratin 
g sixty 
minutes 

of 

communit 
y service 

Construct a 

weighbridg 

eand 

plastic 

protective 

layers at the 

landfill site. 

Percentage 
of way 
bridge 

Landfill 

site 

without 

weighbrid 

ge 

100% 

100% 

Achieved 

Weight 

bridge 

See 

photos 

0 

Rl,6M 

0 

See 

attached 

photo 

Completio 
n date 
end of 

July 2016 


Purchase 2 
Refuse 
Removal 
Trucks 

Percentage 
of project 
completed 

To engage 
in several 
identified 
projects 
to 

sufficient! 

100% 

2 refuse 
truck 

Achieved 

Second 
new truck 
through 
tease 

See 

attached 
Lease 
Agreemen 
t of the 
refuse 

1,2 m 

0 

0 

none 

Complete 

d 





y provide 

refuse 

removal 

services 

in the 

communi 

ty 



agreeme 

nt 

trucks 
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Cemeter/e 

s 

Implement 

an 

electronic 
cemetery 
managemen 
t system 

Percentage 
of cemetery 
managemen 
t system 

Manual 

cemetery 

record 

keeping 

system 

100% 

record 

keeping 

system 

100% 

Investigate 
market for 
systems 

Not 

Achieved 

None 

R21 000 

0 

0 

R21000.00 

Done In 

the next 
financial 
year 

2016/2017 



Delegate 

responsibilit 

ies to 

officials to 

administer 

cemetery 

Services 

Number of 
officials 
delegated 
with 

responsibilit 

y 

1 

employee 

1 

employe 

e 

1 employee 

Achieved 
Complete 
d in the 

^nd 

Quarter 

Transfer 

letter 

R21 000 

0 

0 

R21000.00 

Complete 

d 


Sport 

Upgrading 
Mookgopho 
ng Sport 
Fields 

MiC/LP 0933 l 

CF/09/11 

Percentage 

of 

Upgrading 
of sports 
field 

Existing 
sport 
fields in 
ext. 5&6 

100% 

100% 

Achieve 

Complete 

d 

See 

Completio 

n 

certificate 

Rl 800 00 

0 

0 

Rl 856 7 
16.95 

-56 716. 95 

Complete 

d 


Library 

Facilitate 
the process 
to provide 
library 
services at 

all the old 
age homes 

Number of 
support 
given to 
library at 
old age 
home 

Existing 
library at 
old age 
home 

4 

1 

The next 
financial 
year 

None 

R28 000 

0 

R 28000 

28 000 

Record 
must be 
kept 



Facilitate 
the process 
to rebuild 
the 

collapsed 
Mookgoph 
ong library 

Number of 

meetings 

held 

Collapsed 

library 

4 

1 

achieved 

Attending 

register 

R28 000 

0 

R28000 

None 

Departme 
nt of 
Sports 
Arts 81 

Culture 

competen 

cy 
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Conduct 

literacy 

awareness 
campaigns 
and assist 

schools 

with 

projects and 

campaigns 

in 

consultatio 
n with the 
Department 
of Arts and 
Culture 

Number of 
campaigns 
conducted 

1 

awareness 

campaign 

done 

4 

1 

Not 

achieved 

None 

R56 000 

0 

0 

Facilitatin 

gthe 

process 

Record 
must be 
kept 


Law 

enforcem 

ent 

Facilitate 
the process 
to move 

the 

Roedtan 
library to 
Thusang 
and provide 
internet 
facilities at 
the moved 
library 

Number of 

meetings 

held 

No library 
in 

Thusang 

4 

1 

Not 

achieved 

None 

R28 000 

0 

R28000 

In process 

The 

departme 
nt of 
Sports 
Arts and C 
culture is 
currently 
renovatin 
g Roedtan 
library 


Implement 
plans to 
ensure 24 
hour law 
enforcemen 
t in terms of 
by-laws and 
all 

applicable 
legislation 
by traffic 

Number of 
time 

schedules 
approved to 
ensure 24 

hour law 
enforcemen 

t. 

Daily after 
hours law 
enforcem 
ent stand- 
by 

Four 

Officer 

four Officer 

Achieved 

2 

temporar 
y officers 
appointed 
in the 2"^ 
quarter 

Appointm 
ent letter 

0 

0 

0 

done 

the 2 
posts to 
be 

advertise 

d and 
filled in 
the next 
financial 
year 
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officials 












Monitor and 

co- 
ordinate 
quarterly 
cluster 
meetings 
with SARD 
and Dept, of 
Justice to 
combat 
crime 

within the 
municipal 

area 

Number of 
cluster 
meetings 
attended 

12 

meetings 

Attended 

12 

meeting 

5 

3 meeting 

Achieved 

3 meeting 
attended 

Attended 

register 

0 

0 

0 

done 

none 

Rendering 

effective 

and 

efficient fire 

fighting/res 

cue services 

on behalf of 

Waterberg 

District 

Municipality 

Percentage 
of incidents 
responded 

100% 

100% 

100% 

achieved 

Monthly 

report 

0 

0 

0 

None 

none 

Rendering 
of services 
regarding 
the 

licencing of 
vehicles and 
drivers on 
behalf of 

Percentage 

of 

roadworthy 

certificates 

issued 

100% 

100% 

100% 

Achieved 

201 

See 

RD329 

attached 

0 

0 

0 

none 

none 
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Dept, of 
Transport 















Number of 
driver’s 
license 
issued 

3000 

3000 

927 

Achieved 

927 

See RD329 
attached 

0 

0 

0 

done 



PLANNING AND ECONOMIC DEVELOPMENT 


STRATE 

GIC 

OBJECTI 

VE 

PROJECT 

KPI 

BASELINE 

ANNUAL 

TARGET 

Q4 TARGET 

Q4 

ACTUAL 

PORTFOLI 

OOF 

EVIDENCE 

BUDGET 

EXPENDITU 

RE 

VARIEN 

CE 

REASON FOR 

VARIENCE 

REMEDIAL 


Conduct 

land audit 

for the 

entire 

municipalit 

y 

Percentage 
completion 
of land 

audit 

process 

Land Audit 

100% 

50% 

Not 

achieved 

None 

0 

0 

0 

The project 
was not 
budgeted for 
2014/15 
financial year 

To be budgeted 
in the next 
financial year 


Relocate 
illegal 
occupants 
of land to 

suitable 
land into 

LUMS 

Number of 
illegal 
occupants 
relocated 

650 

650 

Land 

surveyor 

conducted 
inspection 
on invaded 
municipal 
land 

Achieved, 

site 

inspectio 

n 

conducte 

d 

List of 
approved 
beneficiar 

ies 

0 

0 

0 

0 

Obtain council 
resolution for 
subdivision, 
rezoning, closure 
of parks 


Review of 

LUMS& 

SDF in-line 

Percentage 
completion 
of LUMS & 

100% 

100% 

0 

Not 

Achieved 

None 

0 

0 

0 

0 

Waiting for 
Implementation 
of SPLUMA(i 
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with 

SPLUMA 

SDF 










July 2015) 


Percentag 

e 

complianc 
e to 

building 

regulations 

100% 

100% 

100% 

100% 

Register 

of 

Approved 

plans 

RlOO 000 

0 

0 

0 


Percentage 
compliance to 
building 
regulations 


STRATEGIC 

OBJECTIVE 

PROJECT 

KPI 

BASELINE 

ANNUAL 

TARGET 

Q 4 

TARGET 

Q 4 

ACTUAL 

PORTFOLIO 

OF 

EVIDENCE 

BUDGET 

EXPENDITURE 

VARIENCE 

REASON 

FOR 

VARIENCE 

REMEDIAL 

To create 

conducive 

environment 

to Local 

Economic 

Environment 

and 

contribute 
towards job 
creation 

Review the 

LED 

Strategy 

Percentage 
implementation 
of LED strategy 

No LED 
strategy 

50% 

30% 

Not 

achieved 

Approved 

LED 

strategy 

R20 000 

No 

budget 

0 

0 

0 

No budget 


Establish a 

LED Forum 

Number LED 

forums held 

No LED 

Forum 

4 

Establish 

LED 

Forum 

Launch 

LED 

Forum 

Achieved 

Minutes and 

attendance 

registers 

0 

0 

0 

0 

0 


Establish 

the LED 

Unit 

Percentage 

establishment 

of LED Unit 

No LED 

Unit 

100% 

facilitate 

staff and 

develop 

program 

Achieved 

Approved 
organogram 
Znf advert 

R150 

000 

0 

0 


0 
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for Unit 









Implement 

EPWP 

Project 

Percentage of 
EPWP projects 
implemented 

100% 

100% 

75% 

Achieved 

EPW Payroll 

0 

0 

0 

0 

0 


Develop 

and 

implement 

Marketing 

plan 

Percentage of 
implementation 
of marketing 
plan 

No 

marketing 

plan 

100% 

70% 

Not 

achieved 

None 

R50 000 

0 

0 

0 

0 


Develop 

and 

implement 

Tourism 

strategy 

Percentage 
completion of 
Tourism 
strategy 

No 

tourism 

strategy 

100% 

705 

Not 

achieved 

None 

0 

0 

0 

0 

0 


Establish 

of Tourism 

Forum/ 

local 

tourism 

association 

Number 

Tourism forums 

held 

0 

4 

Establish 

Tourism 

Forum 

Launch 

Tourism 

Forum 

Not 

achieved 

Minutes and 

attendance 

registers 

R20 000 

0 

0 

0 

0 


Technical Services 


strategic 

Objective 

Functio 

n 

Project 

KPI 

Basel! 

ne 

2014/15 

Q 4 

Target 

q 4 

Actual 

Portfolio 

of 

Evidence 

Budg 

et 

Expendi't 

ure 

Variance 


Explanatio 
n of 

Variance 


Remedial action 

To 

develop 

and 

maintain 

an 

infrastruct 

Water 

Apply to 
increase 
existing 
water 

license to 

make 

Number of 

licenses 

issued 

1 

1 

1 

Not 

achiev 

ed 

License 

agreeme 

nt 

0 

0 

0 

still 

awaiting 

response 

To develop and 
maintain an 

infrastructural 
system which 
provides 
sustainable 
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ural 

system 

which 

provides 

sustainabi 

e access 

to basic 

services 


provision 
for capacity 
requiremen 
ts 











access to basic 

services 



Initiate 
negotiation 
s to obtain 

bulk water 

source from 

Magalies 

for 

implementa 
tion in 

2020/21 

Number of 
meetings 
initiated to 
develop 
water 

master 

plan 

No 

maste 
r plan 

4 

meetin 

g 

3 

Achiev 

ed 

meetin 

gs 

organiz 
ed and 

held 

minutes 

No 
budg 
et as 

yet 

0 

0 

Master 
planning 
will lead to 

fund 

application 




Replacing 
of water 

meters and 
implement 
other 

measures 

to reduce 

water 

losses 

827 

dysfunctio 
nal meters 

to be 
replaced 
and new 

meters to 

be 

supplied 

and 

installed 

827 

827 

75% 

Not 

achiev 

ed 

25% 

Installatio 
n report 

vs. 

replacem 

ent 

register 

R55O 

000 

0 

R550 000 

Done 

internally. 

Understaffi 

ng 

water 

breakdown 

s 




Implement 

the 

correction 
plan on the 
findings of 
the blue 
drop 

Percentag 
e of the 

correction 

plan 

implement 

ed 

1 

60% 

55% 

Not 

Achiev 

ed 

Water 

test 

report 

R110 

000 
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investigatio 

n 













Sanitati 

on 

To achieve 
a green 
drop status 
of 95% by 

2015 

To 

improve 

administra 

tive 

systems 

and 

procedure 
s in 

controlling 
sanitation 
systems 
and to 

increase 
capacity of 
sanitation 

treatment 

works 

45% 

20% 

15% 

Achiev 

ed 

Green 
drop test 
rest 

0 

0 

0 


To be budgeted 
in the new 
financial year 


Roads 

Develop 
and review 
each year 
thereafter a 

roads and 

storm 

water 

maintenanc 
e plan 

Quantity 

of 

maintenan 
ce plans 
designed 
and 

reviewed 


1 

1 

Not 

achiev 

ed 0 

Maintena 
nee plan 
approved 

R30 

000 

0 

0 

Not yet 
done due 
to internal 
capacity 
challenge 



Electric 

ity 

Develop 
and review 
each year 

an 

electricity 
master / 
maintenanc 
e plan 

Number of 

master 
plans 
developed 
and / or 
reviewed 

No 

maste 
r plan 

Develo 

ped 

master 

plan 

TOR 

Adver 

t for e 
engin 

eer 

appoi 

nt 

Not 

Achiev 

ed 0% 

Not 

achieved 

R27 0 

00 

0 

0 
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g:S:S3 


CAPITAL WORKS PLAN PMU 


strategic 

Objective 

Function 

Project 

KPI 

Baseline 

2014/15 

q4 

Target 

q4 

Actual 

Portfolio 

of 

Evidence 

Budget 

Expendit 

ure 

Variance 

Explanati 
on of 
Variance 

REMEDIAL 

ACTION 

To develop 
and maintain 

an 

infrastructural 
system which 
provides 
sustainable 

access to 

basic services 

Water 

Upgrading of 
Welgevonden 
Purification 

Works Phase 2 
LP/1103/W/08/12 

Replacement 
of old bulk 
pipe line 
with new 315 
bulk pipe 
bulk line 

6.5 km 

2.9 km 

75% 

Achieved. 

85% 

Progress 

report 

R7,000,000 

R6,389,4 

87.99 

R6io,512. 

01 

Project 

on 

construct! 
on stage 

No 

challenge 


Sanitation 

Sewer outfall, 
reticulation & 
yard 

connection 

(Phomolong) 

Sewer 
outfall, 
water borne 
toilets and 
yard 

connection 
on 827 units 
in Ext. 4 

827 units 

200 

30% 

Achieved. 

Progress 

report 

R3 500 ooo 

Ri,639,47 

5-93 

Rl, 86052 
4.07 

Multiyear 

project 

and 

project 

on 

construct! 
on stage 

NO 

Challenge 


Roads 

Paving and 
storm-water 
control Ext. 3 

Construction 

of 2 km of 
paving 
blocks and 

storm water 

control n Ext 

3 

4.8km 

2km 

25% 

Achieved. 

Progress 

report 

5 ,000,000 

Ri,312,95 

2-43 

R212,952. 

43 

Multiyear 

project 

and 

project 

on 

construct! 
on stage 



Sports 

Upgrading of 
spots-field 

Upgrading 
sports-field 
build wall, 
basketball 

Existing 
sports-field 
not upgraded 
(o%upgraded) 

70% 

65% 

Achieved 

Progress 

report 

1800 ooo 

R967,045 

.82 

R832,954. 

18 

Project to 
be 

complete 
d same 

Project to 
be 

completed 
within this 
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and netball 
court 


financial financial 

year year 
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CHAPTER 4: ORGANISATIONAL DEVELOPMENT PERFORMANCE 



COMPONENT A: STAFF STATISTICS 


The main challenge the Municipality is facing is the attraction and retention of scarce skills in the Infrastructure 
Development. Only (3] of the (6] critical posts as recognized by the Department of Corporate Governance have 
been filled. In general 50% of the budgeted positions have been filled for theyear under review. 


Table 12: E mployees Statistics 


Department 

Management 

Technical 

Labour 

Admin 

Total 

Vacant 

Municipal Manager's Office 

4 

0 

0 

5 

9 

0 

Budget & Treasury 

6 

0 

0 

32 

38 

11 

Corporate Services 

5 

0 

0 

5 

10 

0 

Infrastructure 

Development 

9 

50 

47 

39 

145 

59 

Office of the Mayor 

3 

0 

0 

3 

6 

0 

Social and Community Services 

4 

11 

89 

7 

111 

48 


COMPONENT B: MANAGING MUNICIPAL WORKFORCE 


4.1 HR Policies 


Section 57 of the Municipal Systems Act requires municipalities to develop and adopt appropriate systems and 
procedures to ensure fair, efficient, effective and transparent personnel administration in accordance with the 
Employment Equity Act. The municipality continuously reviews and develops policies on an ongoing basis, 
depending on needs. During the financial year under review, all policies have been implemented consistently. 

Table 18: HR Policies 


No 

Name of policy 

Completed % 

Reviewed % 

Date adopted by 
Council or Comment 
on failure to adopt 

1 

Travelling allowance 

100% 

100% 

May 2013 

2 

Employment Equity 

100% 

100% 

May 2013 

3 

Overtime 

100% 

100% 

May 2013 

4 

Funeral 

100% 

100% 

May 2013 

5 

Health and Safety 

100% 

100% 

May 2013 

6 

Promotion and Transfer 

100% 

100% 

May 2013 

7 

HIV/AIDS 

100% 

100% 

May 2013 

8 

Performance Management 

100% 

100% 

May 2013 

9 

Staff Provisioning 

100% 

100% 

May 2013 
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10 

Sexual Harassment Policy 

100% 

100% 

May 2013 

11 

Induction Policy 

100% 

100% 

May 2013 

12 

Internship Policy 

100% 

100% 

May 2013 


COMPONENT C: CAPACITATING THE MUNICIPAL WORKFORCE 


[Table 19: Skills Development and Training 


Job Level 

Gender 

Target 

2014/15 

Actual 2013/14 

MM and Section 56 

Male 

0 

0 

Councillors, 

Officials and Managers 

Female 

4 

0 

Technicians and Associate Professionals 

Male 

9 

4 

Clerk 

Male 

2 

0 

Female 

3 

0 

Total 


18 

4 


COMPONENT D: MANAGING WORKFORCE EXPENDITURE 


Table 20: Skills Development Expenditure 


Management 

Level 

Gender 

Employees 

Learner-ship 

Skills Development 

MM andS57 

Original 

Budget 

Actual 

Budget 

Original Budget 

F 

1 

27 500 

27 500 

0 

Councillors, 

Officials and Managers 

F 

1 

27 500 

27 500 

0 

Technicians and 
associate professionals 

M 

2 

0 

0 

12 800 

Clerk 

M 

1 

17 280 

17 280 


F 

1 

0 

0 

3 485 

Total 


6 

72 280 

72 280 

16 285 
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CHAPTER 5: STATEMENT OF FINANCIAL PERFORMANCE 


COMPONENT A: STATE OF FINANCIAL PERFORMANCE 


5.1 Statement of Financial Performance 


Annual Financial Statements for the year ended 30 June 2015 




Mookgophong Local Municipality 

Financial Statements for the year ended 30 June 2015 

General Information 


Legai form of entity 

South African category B municipality (Local Municipality) as defined 

by the Municipal Structures Act (Act no.1 17 of 1998) 

Nature of business and principai activities 

Mookgophong Local Municipality is a local municipality performing 

functions as set out in the Constitution (Act no.1 05 of 1996) 


Mayorai committee 


Executive Mayor 

Mrs N. Monyamane 

Councilors 

Mr M.R Kekana (Chief Whip) 

Ms K.S Lamola 

Mr S.A Magowa 

Mr L.W Kola 

Ms M.S Langa 

Mr H.P Louw 

Mr S.P Mafuna 

Mr J.H kleynhans 

Mr C.N Van Der Merwe 

Grading of locai authority 

Grade 2 
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Chief Finance Officer (CFO) 

Mr D. Eksteen 

Accounting Officer 

Mr O.P Sebola 

Business address 

Municipal Offices 

Nelson Mandela Drive 

Mookgophong 

0560 

Postal address 

Private Bag X 340 

Mookgophong 

0560 

Bankers 

Standard Bank of South Africa 

Auditors 

Auditor General of South Africa 
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Mookgophong Local Municipality 

Financial Statements for the year ended 30 June 2015 

Index 


The reports and statements set out below comprise the financial statements presented: 


Index Page 

Accounting Officer’s Responsibilities and Approval 3 

Accounting Officer's Report 4 

Statement of Financial Performance 6 

Statement of Changes in Net Assets 7 

Cash Flow Statement 8 

Statement of Comparison of Budget and Actual Amounts 9-12 

Appropriation Statement 13-12 

Accounting Policies 13-39 

Notes to the Financial Statements 40 - 65 

Appendixes: 

Appendix A: Analysis of Property, Plant and Equipment 66 

Appendix B: Disclosure of Grants and Subsidies in terms of the Municipal Finance 72 

Management Act 

Abbreviations 


COID 
CRR 
DBSA 
SA GAAP 
GRAP 


Compensation for Occupational Injuries and Diseases 
Capital Replacement Reserve 
Development Bank of South Africa 

South African Statements of Generally Accepted Accounting Practice 
Generally Recognised Accounting Practice 


GAMAP 


Generally Accepted Municipal Accounting Practice 
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HDF 

Housing Development Fund 

IAS 

International Accounting Standards 

IMFO 

Institute of Municipal Finance Officers 

IPSAS 

International Public Sector Accounting Standards 

MB's 

Municipal Entitles 

MEG 

Member of the Executive Council 

MFMA 

Municipal Finance Management Act 

MIG 

Municipal Infrastructure Grant (Previously CMIP) 


2 
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Mookgophong Local Municipality 


Financial Statements for the year ended 30 June 201 5 


Accounting Officer's Responsibilities and Approval 


The accounting officer is required by the Municipal Finance Management Act (Act 56 of 2003), to maintain adequate accounting 
records and is responsible for the content and integrity of the financial statements and related financial information included in 
this report. It is the responsibility of the acoounting officer to ensure that the financial statements fairly present the state of affairs 
of the municipality as at the end of the financial year and the results of its operations and cash flows for the period then ended 

The financial statements have been prepared in accordance with Standards of Generally Recognised Aocounting Practice 
(GRAP) including any interpretations, guidelines and directives issued by the Accounting Standards Board. 

The financial statements are based upon appropriate accounting policies consistently applied and supported by reasonable and 
prudent judgments and estimates. 

The accounting officer acknowledges that he is ultimately responsible for the system of internal finanoial control established by 
the municipality and place considerable importance on maintaining a strong control environment. To enable the accounting 
officer to meet these responsibilities, the acoounting offioer sets standards for internal control aimed at reduoing the risk of error 
or surplus in a cost effective manner. The standards include the proper delegation of responsibilities within a clearly defined 
framework, effective accounting procedures and adequate segregation of duties to ensure an acceptable level of risk. These 
controls are monitored throughout the munioipality and all employees are required to maintain the highest ethical standards in 
ensuring the municipality’s business is conducted in a manner that in all reasonable circumstances is above reproach. The 
focus of risk management in the municipality is on identifying, assessing, managing and monitoring all known forms of risk 
across the munioipality. While operating risk cannot be fully eliminated, the municipality endeavors to minimise it by ensuring 
that appropriate infrastructure, controls, systems and ethical behavior are applied and managed within predetermined 
procedures and constraints. 

The accounting offioer is of the opinion, based on the information and explanations given by management, that the system of 
internal control provides reasonable assuranoe that the financial records may be relied on for the preparation of the finanoial 
statements. Flowever, any system of internal finanoial control can provide only reasonable, and not absolute, assurance against 
material misstatement. 

The accounting officer has reviewed the municipality’s cash flow forecast for the year to 30 June 2015 and, in the light of this 
review and the current financial position, he is satisfied that the municipality has or has access to adequate resouroes to 
continue in operational existence for the foreseeable future. 

Although the management are primarily responsible for the financial affairs of the municipality, they are supported by the 
Independent consultants where necessary. 

The financial statements set out on pages 4 to 65, which have been prepared on the going concern basis, were approved by the 
accounting officer on 31 August 201 5 and were signed on its behalf by: 


Mr. O.P Sebola 
Accounting Officer 
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Mookgophong Local Municipality 


Financial Statements for the year ended 30 June 2015 


Accounting Officer's Report 


The accounting officer submits his report for the year ended 30 June 2015. 


1 . Review of activities 


Main business and operations 


The municipality is engaged in Mookgophong and Roedtan/Thusang and is a local municipality performing functions as set 
out in the constitution (act no. 105 of 1996) and operates principally in South Africa. 


The operating results and state of affairs of the municipality are fully set out in the attached financial statements and do not 
in our opinion require any further comment. 


2. Going concern 


We draw attention to the fact that at 30 June 2015, the municipality had accumulated surplus of R 174 272 097 and that the 
municipality's total assets exceed its liabilities by R 1 74 272 097. 


The financial statements have been prepared on the basis of accounting policies applicable to a going concern. This basis 
presumes that funds will be available to finance future operations and that the realization of assets and settlement of liabilities, 
contingent obligations and commitments will occur in the ordinary course of business. 


3. Subsequent events 


The accounting officer is not aware of any matter or circumstance arising since the end of the financial year. 


4. Accounting Officer's interest in contracts 


The accounting officer does not have an interest in any of the contracts entered into during the financial year ended 30 June 
2015. 


5. Accounting policies 
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The financial statements prepared in accordance with the South African Statements of Generally Recognized Accounting 
Practices (GRAP), including any interpretations of such Statements issued by the Accounting Practices Board, and in 
accordance with the prescribed Standards of Generally Recognized Accounting Practices (GRAP) issued by the Accounting 
Standards Board as the prescribed framework by National Treasury. 


6. Non-current assets 

No major changes in the nature or the policy relating to the use of non-current assets of the municipality occurred during the 
financial year. 


7. Bankers 


Accounts were held with the Standard bank of South Africa for the year ended 30 June 2015. 


8. Auditors 


Auditor General of South Africa will continue in office for the next financial period. 
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Mookgophong Local Municipality 

Financial Statements for the year ended 30 June 2015 

Statement of Financial Position 


2015201 4 Restated* 


Figures in Rand 


Note(s) 


Assets 

Current Assets 


Inventories 

8 

938 549 

1 224 445 

Construction contraots and receivables 

9 

- 

934 318 

Receivables from non-exchange transactions 

10 

47 544 739 

38 671 829 

VAT receivable 

11 

1 385 966 

- 

Consumer debtors 

12 

6 446 236 

18 612 964 

Cash and cash equivalents 

13 

823 650 

1 015 362 



57 139 140 

60 458 918 

Non-Current Assets 




Investment property 

3 

1 7 027 464 

17 012 753 

Property, plant and equipment 

4 

230 292 770 

201 339 397 

Intangible assets 

5 

50 489 

100 958 

Fleritage assets 

6 

180 521 

60 821 

Non-Current Asset held for sale 



493 601 



247 551 244 

219 007 530 

Total Assets 


304 690 384 

279 466 448 


Liabilities 
Current Liabilities 
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Finance lease obligation 

14 

2 997 531 

549 144 

Payables from exchange transactions 

19 

80 221 941 

51 853 237 


VAT payable 

20 

- 

1 894 735 

Consumer deposits 

21 

3 563 339 

3 521 152 

Unspent conditional grants and receipts 

15 

1 0 303 257 

6 972 330 

Provision - Staff Leave 

17 

5 507 067 

4 409 121 



102 593135 

69199 719 

Non-Current Liabilities 




Finance lease obligation 

14 

4 768 017 

710 800 

Employee benefit obligation 

7 

1 8 084 659 

1 7 380 087 

Provision - Landfill Site Rehabilitation 

16 

2 1 65 770 

1 799 420 

Provision - Long Service Awards 

18 

2 806 706 

2 043 652 



27 825152 

21 933 959 

Total Liabilities 


130 418 287 

91 133 678 

Net Assets 


174 272 097 

188 332 770 

Accumulated surplus 


1 74 272 097 

188 332 770 
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Mookgophong Local Municipality 

Financial Statements for the year ended 30 June 2015 

Statement of Financial Performance 2015 201 4 Restated* 

Figures in Rand Note(s) 


Revenue 

Revenue from exchange transactions 


Service charges 

24 

44 794 887 

46 383 846 

Rental of facilities and equipment 

34 

319 404 

260 538 

Interest earned-outstanding receivables 


6 087 698 

5 849 367 

Income from agency services 


1 034 361 

1 299 866 

Licenses and permits 


2 587 329 

2 917 792 

Connections and reconnection fees 


45 356 

28 038 

Other revenue 


668 383 

745 174 

Insurance claims and cemetery fees 


64 988 

545 458 

Interest received - investment 

30 

129 339 

97 217 



55 731 745 

58 127 296 

Total revenue from exchange transactions 




Revenue from non-exchange transactions 




Taxation revenue 




Property rates 

23 

24 422 377 

21 969 941 

Transfer revenue 




Government grants & subsidies 

25 

73 293 416 

43 615 362 

Fines, Penalties and Forfeits 


928 250 

283 828 

Donations Received 


7 350 259 




105 994 302 

65 869131 
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Total revenue from non-exchange transactions 


Total revenue 

22 

161 726 047 

123 996 427 

Expenditure 




Employee related costs 

27 

(52 554 897) 

(49 100 301) 

Remuneration of councillors 

28 

(3 322 572) 

(3 175 203) 

Depreciation and amortization 

32 

(15 120 616) 

(25 959 073) 

Impairment loss - Other Assets 


(3 850 656) 

- 

Finance costs 

33 

(5 691 329) 

(3 315 945) 

Debt Impairment 

29 

(15 945 428) 

(67 732) 

Collection costs 


(2 301 044) 

(341 437) 

Repairs and maintenance 


(7 663 083) 

(3 733 811) 

Bulk purchases 

36 

(36 996 862) 

(35 095 115) 

Contracted services 

35 

(8 571 093) 

(6 321 910) 

General Expenses 

26 

(24 1 35 1 52) 

(18 222 226) 

Total expenditure 


(176 152 732) (145 332 753) 

Operating deficit 


(14 426 685) 

(21 336 326) 

(Loss) gain on disposal of assets and liabilities 


(1 872 680) 

1 647 773 

Fair value adjustments 

31 

2 238 693 

4 281 230 



366 013 

5 929 003 


Deficit for the year (14 060 672) (15 407 323) 


* See Note 40 


62 I P a g e 




Mookgophong Local Municipality 

Financial Statements for the year ended 30 June 2015 

Statement of Changes in Net Assets 


Accumulated Total net 


Figures in Rand 

surplus 

assets 

Opening balance as previously reported 

194 540 308 

1 94 540 308 

Adjustments 



Correction of Errors - Note 

3 709 524 

3 709 524 

Balance at 01 July 2013 as restated* 

198 249 832 

198 249 832 

Changes in net assets 



Surplus/(deficit) for the year 

(15 407 322) 

(15 407 322) 

Correction of Error 

5 490 260 

5 490 260 

Total changes 

(9 917 062) 

(9 917 062) 

Restated* Balance at 01 July 2014 

188 332 770 

188 332 770 

Changes in net assets 



Surplus/(deficit) for the year 

(14 060 673) 

(14 060 673) 

Total changes 

(14 060 673) 

(14 060 673) 

Balance at 30 June 2015 

174 272 097 

174 272 097 


Note(s) 


* See Note 40 


63 I P a g e 



Mookgophong Local Municipality 

Financial Statements for the year ended 30 June 2015 


Cash Flow Statement 


Figures in Rand 

Note(s) 2015 

2014 

Restated* 

Cash flows from operating activities 



Receipts 



Sale of goods and services 

64 506 784 

57 156 443 

Grants 

77 497 000 

44 187 000 

Interest income 

129 339 

97 217 

Other receipts 

9 862 780 

- 


151 995 903 

101 440 660 

Payments 



Employee costs 

(55 172 897) 

(50 182 691) 

Suppliers 

(50 448 417) 

(28 816 382) 

Finance costs 

(5 691 329) 

(3 315 945) 


(111 312 643) 

(82 315 018) 

Net cash flows from operating activities 

37 40 683 260 

19125 642 

Cash flows from investing activities 



Purchase of property, plant and equipment 

4 (47 380 576) 

(13 338 527) 


Cash flows from financing activities 

Finance lease payments 6 505 604 1 220 204 
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Net increase/(decrease) in cash and cash equivalents 

Cash and cash equivalents at the beginning of the year 


(191 712) 

1 015 362 

7 007 319 

(5 991 957) 

Cash and cash equivalents at the end of the year 

13 

823 650 

1 015 362 


* See Note 40 
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Mookgophong Local Municipality 

Financial Statements for the year ended 30 June 201 5 

Statement of Comparison of Budget and Actual Amounts 

Budget on Cash Basis 



Approved 

Adjustments Final Budget Actual amounts 

Difference Reference 


budget 

on comparable 

between final 



basis 

budget and 

Figures in Rand 



actual 


Statement of Financial Performance 
Revenue 

Revenue from exchange 
transactions 


Service charges 

52 470 000 

(800 000) 

51 670 000 

44 794 887 

(6 875113) 

Note 52.1 

Rental of facilities and equipment 

- 

- 

- 

319 404 

319 404 

Note 52.9 

Interest received (trading) 

4 100 000 

2 500 000 

6 600 000 

6 087 698 

(512 302) 


Agency services 

5 123 600 

101 900 

5 225 500 

1 034 361 

(4 191 139) 

Note 52.1 

Licences and permits 

- 

- 

- 

2 587 329 

2 587 329 

Note 52.1 

Fines 

73 500 

(20 000) 

53 500 

45 356 

(8 144) 


Other revenue 

3 169 300 

(1 180 000) 

1 989 300 

668 383 

(1 320 917) 

Note 52.10 

Cemetry fees 

- 

- 

- 

64 988 

64 988 


Interest received - investment 

40 000 

5 000 

45 000 

129 339 

84 339 

Note 52.11 

Total revenue from exchange 

64 976 400 

606 900 

65 583 300 

55 731 745 

(9 851 555) 



transactions 

Revenue from non-exchange 
Transactions 
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Taxation revenue 



Property rates 

21 066 000 

1 550 000 

22 616 000 

24 422 377 

1 806 377 


Transfer revenue 







Government grants & subsidies 

38 478 000 

500 000 

38 978 000 

73 293 416 

34 315 416 


Fines, Penaities and Forfeits 

- 

- 

- 

928 250 

928 250 


Other transfer revenue 1 




7 350 259 

7 350 259 


Total revenue from non- 

59 544 000 

2 050 000 

61 594 000 

105 994 302 

44 400 302 


exchange transactions 







Total revenue 

124 520 400 

2 656 900 

127 177 300 

161 726 047 

34 548 747 


Expenditure 







Personnei 

(46 409 779) 

(2 623 000) 

(49 032 779) 

(52 554 897) 

(3 522118) 


Remuneration of counciiors 

(3 346 805) 

- 

(3 346 805) 

(3 322 572) 

24 233 


Depreciation and amortization 

(16 544 000) 

- 

(16 544 000) 

(15 120 616) 

1 423 384 


Impairment ioss/ Reversai of 

- 

- 

- 

(3 850 656) 

(3 850 656) 

Note 52.12 

impairments 







Finance costs 

(1 150 240) 

(4 354 500) 

(5 504 740) 

(5 691 329) 

(186 589) 


Debt impairment 

(1 300 000) 

(2 000 000) 

(3 300 000) 

(15 945 428) 

(12 645 428) 

Note 52.3 

Coiiection costs 

- 

- 

- 

(2 301 044) 

(2 301 044) 

Note 52.4 

Repairs and maintenance 

(7 347 000) 

(638 600) 

(7 985 600) 

(7 663 083) 

322 517 

Note 52.5 

Buik purchases 

(37 996 000) 

40 000 

(37 956 000) 

(36 996 862) 

959 138 


Contracted Services 

(4 827 652) 

(871 500) 

(5 699152) 

(8 571 093) 

(2 871 941) 

Note 52.5 

Generai Expenses 

(17 008 000) 

(69 000) 

(17 077 000) 

(24 135 152) 

(7 058152) 

Note 52.6 

Total expenditure 

(135 929 476) 

(10 516 600) (146 446 076) 

(176 152 732) 

(29 706 656) 


Operating deficit 

(11 409 076) 

(7 859 700) 

(19 268 776) 

(14 426 685) 

4 842 091 


Loss on disposal of assets and 

- 

- 

- 

(1 872 680) 

(1 872 680) 
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liabilities 



Fair value adjustments 


2 238 693 2 238 693 


366 013 366 013 
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Mookgophong Local Municipality 

Financial Statements for the year ended 30 June 2015 

Statement of Comparison of Budget and Actual Amounts 

Budget on Cash Basis 



Approved 

Adjustments Final Budget Actual amounts 

Difference Reference 


budget 

on comparable 

between final 



basis 

budget and 

Figures in Rand 



actual 


Deficit before taxation 


(1 1 409 076 ) (7 859 700 ) (1 9 268 776 ) (1 4 060 672 ) 5 208 1 04 


Actual Amount on Comparable 
Basis as Presented in the 
Budget and Actual 
Comparative Statement 


(11 409 076 ) 


(7 859 700 ) (1 9 268 776 ) (1 4 060 672 ) 


5 208104 
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ISSUE 

ACTION PLAN 

TIMELINES 

RESPONSIBILITY 

Markets and 
community centre 
misclassified as PPE 

The misclassification was 
already corrected on the 
trial balance and AFS. The 
Asset register has to be 
updated correctly. 

In addition the total Asset 
register has to be reviewed 
to check for similar 
misclassifications and 
corrected. 

01 Dec 2014 to 31 Jan 2015 

J Masibe 

Movable assets could 
not be physically 
verified due to lack of 
controls. Movable, 

Fixed and Heritage 
Assets not recorded 
on the Asset Register 
and not barcoded 

A full investigation is to be 
undertaken followed by a 
proper asset count. 

01 Dec 2014 to 31 Jan 2015 

J Masibe/ 

A Opperman/ 

R Segopotje 

Lack of controls over 
fire arms 

A permit should be issued 
by the accounting officer to 
allow an official to keep a 
fire arm at a private 
residence during all hours. 

01 Dec 2014 to 31 Jan 2015 

A Opperman 

Contingent liabilities 
information not 
submitted, and 
liability not created 
for services rendered 

A Register shall be kept 
and updated by the legal 
division and in addition a 
file with each case shall be 
opened to monitor 
progress made on all legal 
cases. 

01 Dec 2014 to 28 Feb 2015 

R Segopotje 

Liability not created 
for services rendered 
in financial year, but 
paid in new financial 
year. 

A memo shall be issued to 
all Departments in the 
municipality, which shall 
indicate that no expenses 
shall be approved, received 
from anybody after 30 June 
of each financial year. 
Deviations from this rule 
should lead to disciplinary 
procedures, causing the 
official to pay these 
invoices themselves. 

01 Dec 2014 to 28 Feb 2015 

B Maswanganye 

No competency 
assessments for 
municipality staff 

A comprehensive 
competency assessment 
should be done for each 
official in employment of 
the municipality. 

01 Dec 2014 to 28 Feb 2015 

M Mabungu 

Municipality does not 
have an approved staff 
establishment. 

A report should be 
submitted to give evidence 
of the newest approved 
organogram. 

01 Dec 2014 to 28 Feb 2015 

M Mabungu 

No proper filing 
system for important 
municipality 
documents 

A proper filing system 
should be developed and 
implemented in the HR 
office 

01 Dec 2014 to 28 Feb 2015 

M Mabungu 
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ISSUE 

ACTION PLAN 

TIMELINES 

RESPONSIBILITY 

Limitation of scope- 
Rentals income 

A register for all leases 
should be kept and 
updated and 
communicated to the 
income division to charge 
the correct amounts. 

01 Dec 2014 to 31 Jan 2015 

R Segopotje 

Municipality did not 
have approved 
policies and 
procedures to monitor 
measure and evaluate 
performance of staff 

A policy should be 
developed and approved 
by council to measure 
performance of all staff 
members of the 
municipality. 

01 Dec 2014 to 28 Eeb 2015 

M Mabungu 

Leave is taken in 
advance 

The practice should be 
stopped with immediate 
effect. 

01 Dec 2014 to 28 Eeb 2015 

M Mabungu 

Procurement 
information published 
on website, and 
tenders not registered 
on the CIDB website 

All tenders to be published 
on the website 

01 Dec 2014 to 31 Jan 2015 

J Masibe 

Adoption of IDP was 
not published 

Ensure that adoption of 
2014/15 IDP is properly 
published 

01 Dec 2014 to 31 Jan 2015 

W Masetla 

Quarterly Reports not 
submitted to Council 

Ensure that 2014/15 
Quarterly Reports are 
submitted to Council 

01 Dec 2014 to 31 Jun 2015 

W Masetla 

No policy for 
provision forbad 
debts 

A policy should be 
developed and approved 
by Council 

01 Dec 2014 to 28 Eeb 2015 

D Eksteen 

Revenue and 
Receivables from 
property rates 

It has to be confirmed and 
proven that the above 
properties had been valued 
and added to the new 
valuation roll and added to 
the financial system for 
billing, backdated from 1 

July 2013. It has to 

be confirmed and proven 
that the above properties 
had been added to the 
financial system for billing, 
backdated from 1 July 

2013. 

01 Dec 2014 to 31 Jan 2015 

A Stevens 

Reports in terms of 

Dora not submitted 

The Internal audit unit 
should confirm that 
reports will be submitted 
to the audit committee for 
the 2014/15 financial year 
in respect of matters 
relating to the Division of 
Revenue Act and that the 
2014/15 audit plan will be 
executed. 

01 Dec 2014 to 31 Jan 2015 

K Phelane 

Lack of proper fuel 
register 

Euel register has to be 
developed and kept up to 
date 

01 Dec 2014 to 31 Jan 2015 

J Masibe 

Security Management 

Anti - virus programmes 

01 Dec 2014 to 31 Jan 2015 

T Phosa 
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ISSUE 

ACTION PLAN 

TIMELINES 

RESPONSIBILITY 


and firewall protection will 
be bought and installed on 
all municipal hard drives 



Performance 
Management 
Framework not 
reviewed 

The Performance 
management framework 
has to be reviewed to 
reflect the newest 
information and submitted 
to council for adoption. In 
addition standard 
operating procedures have 
to be developed and 
implemented. 

The performance manager 
should ensure that the 
information on the annual 
report is consistent with 
the agreed targets on the 
SDBIP. 

01 Dec 2014 to 28 Feb 2015 

W Masetla 

Community Services 
Performance reports 
not accurate, valid and 
complete 

To submit evidence that all 
corrections was done, 
before the final annual 
report for is to be 
submitted to council for 
approval 

01 Dec 2014 to 15 Jan 2015 

H Sebata 

Technical Services 
Performance reports 
not accurate, valid and 
complete 

To submit evidence that all 
corrections was done, 
before the final annual 
report for is to be 
submitted to council for 
approval 

01 Dec 2014 to 15 Jan 2015 

R Katjedi / W Magana 


Mookgophong Local Municipality 


Financial Statements for the year ended 30 June 2015 


Statement of Comparison of Budget and Actual Amounts 

Budget on Cash Basis 


Figures in Rand 


Approved 

budget 


Adjustments 


Final Budget Actual amounts 
on comparable 
basis 


Difference 
between final 
budget and 
actual 


Reference 


Statement of Financial Position 
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Assets 

Current Assets 


Inventories 

1 340 000 

1 340 000 

938 550 

(401 450) 

Note 52.7 

Construction contracts and 

500 000 

500 000 

- 

(500 000) 


receivabies 






Receivabies from non-exchange 

- 

- 

47 544 738 

47 544 738 

Note 52.7 

transactions 






VAT receivabie 

- 

- 

1 385 966 

1 385 966 


Consumer debtors 

38 849 000 

38 849 000 

6 446 236 

(32 402 764) 

Note 52.7 

Cash and cash equivaients 

1 800 000 

1 800 000 

823 650 

(976 350) 



42 489 000 

- 42 489 000 

57 139 140 

14 650140 


Non-Current Assets 






Investment property 

1 1 564 000 

11 564 000 

17 027 464 

5 463 464 

Note 52.7 

Property, plant and equipment 

152 300 000 

- 152 300 000 

230 292 770 

77 992 770 

Note 52.7 

Intangibie assets 

- 

- 

50 489 

50 489 


Heritage assets 

- 

- 

180 521 

180 521 



163 864 000 

- 163 864 000 

247 551 244 

83 687 244 


Total Assets 

206 353 000 

- 206 353 000 

304 690 384 

98 337 384 


Liabilities 






Current Liabilities 






Finance iease obiigation 

- 

- 

2 997 531 

2 997 531 

Note 52.7 

Payabies from exchange 

21 525 000 

21 525 000 

80 221 941 

58 696 941 

Note 52.7 

transactions 






Consumer deposits 

3 470 000 

3 470 000 

3 563 339 

93 339 


Unspent conditionai grants and 

- 

- 

10 303 257 

10 303 257 

Note 52.7 
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receipts 

Provision - Landfiii Site 4 278 000 - 4 278 000 - (4 278 000) 

Rehabiiitation 

Provision - Staff Leave - - - 5 507 067 5 507 067 



29 273 000 

- 29 273 000 

102 593 135 

73 320135 


Non-Current Liabilities 






Finance iease obiigation 

- 

- 

4 768 017 

4 768 017 


Employee benefit obligation 

- 

- 

18 084 659 

18 084 659 

Note 52.7 

Provision - Landfill Site 

24 579 000 

24 579 000 

2 165 770 

(22 413 230) 

Note 52.7 

Rehabiliation 






Provision - Long Service Awards 



2 806 706 

2 806 706 



24 579 000 

- 24 579 000 

27 825 152 

3 246152 


Total Liabilities 

53 852 000 

- 53 852 000 

130 418 287 

76 566 287 


Net Assets 

152 501 000 

- 152 501 000 

174 272 097 

21 771 097 
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Mookgophong Local Municipality 

Financial Statements for the year ended 30 June 2015 

Statement of Comparison of Budget and Actual Amounts 

Budget on Cash Basis 



Approved 

Adjustments Final Budget Actual amounts 

Difference Reference 


budget 

on comparable 

between final 



basis 

budget and 

Figures in Rand 



actual 


Net Assets 

Net Assets Attributable to 
Owners of Controlling Entity 
Reserves 

Accumulated surplus 152 501 000 - 152 501 000 174 272 097 21 771 097 
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Mookgophong Local Municipality 


Financial Statements for the year ended 30 June 2015 


Accounting Policies 


1. Presentation of Financial Statements 


The financial statements have been prepared in accordance with the Standards of Generally Recognised Accounting Practioe 
(GRAP), issued by the Accounting Standards Board in accordance with Section 122(3) of the Munioipal Finance Management 
Act (Act 56 of 2003). 


These financial statements have been prepared on an accrual basis of accounting and are in accordance with historical cost 
convention as the basis of measurement, unless specified otherwise. They are presented in South African Rand. 


A summary of the significant accounting policies, which have been consistently applied in the preparation of these financial 
statements, are disclosed below. 


1.1 Presentation currency 


These financial statements are presented in South African Rand, which is the functional currency of the municipality. 


1.2 Going concern assumption 


These financial statements have been prepared based on the expectation that the municipality will continue to operate as a 
going concern for at least the next 12 months. 


1 .3 Significant judgments and sources of estimation uncertainty 


In preparing the financial statements, management is required to make estimates and assumptions that affect the amounts 
represented in the financial statements and related disclosures. Use of available information and the application of judgment is 
inherent in the formation of estimates. Actual results in the future could differ from these estimates, which may be material to the 
financial statements. Significant judgments include: 
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Trade receivables / Held to maturity investments and/or loans and receivables 

The municipality assesses its trade receivables, held to maturity investments and loans and receivables for impairment at the 
end of each reporting period. In determining whether an impairment loss should be recorded in surplus or deficit, the surplus 
makes judgments as to whether there is observable data indicating a measurable decrease in the estimated future cash flows 
from a financial asset. 


The impairment for trade receivables, held to maturity investments and loans and receivables is calculated on a portfolio basis, 
based on historical loss ratios, adjusted for national and industry-specific economic conditions and other indicators present at 
the reporting date that correlate with defaults on the portfolio. These annual loss ratios are applied to loan balances in the 
portfolio and scaled to the estimated loss emergence period. 


Allowance for slow moving, damaged and obsolete stock 

An allowance for stock to write stock down to the lower of cost or net realizable value. Management have made estimates of the 
selling price and direct cost to sell on certain inventory items. The write down is included in the operation surplus note. 
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Mookgophong Local Municipality 


Financial Statements for the year ended 30 June 2015 


Accounting Policies 


1 .3 Significant judgements and sources of estimation uncertainty (continued) 


Fair value estimation 


The fair value of financial instruments traded in active markets (such as trading and available-for-sale securities) is based on 
quoted market prices at the end of the reporting period. The quoted market prioe used for financial assets held by the 
municipality is the current bid price. 


The fair value of financial instruments that are not traded in an aotive market (for example, over-the counter derivatives) is 
determined by using valuation techniques. The municipality uses a variety of methods and makes assumptions that are based 
on market conditions existing at the end of each reporting period. Quoted market prioes or dealer quotes for similar instruments 
are used for long-term debt. Other techniques, such as estimated discounted cash flows, are used to determine fair value for the 
remaining financial instruments. The fair value of interest rate swaps is oalculated as the present value of the estimated future 
oash flows. The fair value of forward foreign exchange contracts is determined using quoted forward exohange rates at the end 
of the reporting period. 


The carrying value less impairment provision of trade receivables and payables are assumed to approximate their fair values. 
The fair value of financial liabilities for disclosure purposes is estimated by discounting the future contractual cash flows at the 
ourrent market interest rate that is available to the municipality for similar financial instruments. 


The carrying amount of available-for-sale financial assets would be an estimated R - lower or R - higher were the discounted 
rate used in the discount cash flow analysis to differ by 10% from management’s estimates. 


Impairment testing 


The recoverable amounts of cash-generating units and individual assets have been determined based on the higher of value-in- 
use calculations and fair values less costs to sell. These caloulations require the use of estimates and assumptions. It is 
reasonably possible that the [name a key assumption] assumption may change which may then impact our estimations and may 
then require a material adjustment to the carrying value of goodwill and tangible assets. 


The municipality reviews and tests the carrying value of assets when events or changes in circumstances suggest that the 
carrying amount may not be recoverable. In addition, goodwill is tested on an annual basis for impairment. Assets are grouped 
at the lowest level for which identifiable cash flows are largely independent of oash flows of other assets and liabilities. If there 
are indications that impairment may have occurred, estimates are prepared of expected future cash flows for each group of 
assets. Expected future cash flows used to determine the value in use of goodwill and tangible assets are inherently uncertain 
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and could materially change over time. They are significantly affected by a number of factors Including [list entity specific 
variables, I.e. production estimates, supply demand], together with economic factors such as [list economic factors such as 
exchange rates inflation interest). 


Provisions 


Provisions were raised and management determined an estimate based on the information available. Additional disclosure of 
these estimates of provisions are included in note 16 - Provisions. 


Post retirement benefits 


The present value of the post retirement obligation depends on a number of factors that are determined on an actuarial basis 
using a number of assumptions. The assumptions used in determining the net cost (income) include the discount rate. Any 
changes in these assumptions will impact on the carrying amount of post retirement obligations. 


The municipality determines the appropriate discount rate at the end of each year. This is the interest rate that should be used 
to determine the present value of estimated future cash outflows expected to be required to settle the pension obligations. In 
determining the appropriate discount rate, the municipality considers the interest rates of high-quality corporate bonds that are 
denominated in the currency in which the benefits will be paid, and that have terms to maturity approximating the terms of the 
related pension liability. 


Other key assumptions for pension obligations are based on current market conditions. Additional information is disclosed in 
Note 7. 


Effective interest rate 


The municipality used the prime interest rate to discount future cash flows. 
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Mookgophong Local Municipality 


Financial Statements for the year ended 30 June 2015 


Accounting Policies 


1 .3 Significant judgements and sources of estimation uncertainty (continued) 


Allowance for doubtful debts 


On debtors an impairment loss is recognized in surplus and deficit when there is objective evidence that it is impaired. The 
impairment is measured as the difference between the debtors carrying amount and the present value of estimated future cash 
flows discounted at the effective interest rate, computed at initial recognition. 


1.4 Investment property 


Investment property is property (land or a building - or part of a building - or both) held to earn rentals or for capital appreciation 
or both, rather than for: 


use in the production or supply of goods or services or for 
administrative purposes, or 

sale in the ordinary course of operations. 


Owner-occupied property is property held for use in the production or supply of goods or services or for administrative purposes. 


Investment property is recognized as an asset when, it is probable that the future economic benefits or service potential that are 
associated with the investment property will flow to the municipality, and the cost or fair value of the investment property can be 
measured reliably. 


Investment property is initially recognized at cost. Transaction costs are included in the initial measurement. 


Where investment property is acquired through a non-exchange transaction, its cost is its fair value as at the date of acquisition. 

Costs include costs incurred initially and costs incurred subsequently to add to, or to replace a part of, or service a property. If a 
replacement part is recognized in the carrying amount of the investment property, the carrying amount of the replaced part is 
derecognized. 
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Fair value 



Subsequent to initial measurement investment property is measured at fair value. 


The fair value of investment property refleets market conditions at the reporting date. 


A gain or loss arising from a change in fair value is included in net surplus or deficit for the period in which it arises. 


If the entity determines that the fair value of an investment property under construction is not reliably determinable but expects 
the fair value of the property to be reliably measurable when construction is complete, it measures that investment property 
under construction at cost until either its fair value becomes reliably determinable or construction is completed (whichever is 
earlier). If the entity determines that the fair value of an investment property (other than an investment property under 
construction) is not reliably determinable on a continuing basis, the entity measures that investment property using the cost 
model (as per the accounting policy on Property, plant and equipment). The residual value of the investment property is then 
assumed to be zero. The entity applies the cost model (as per the accounting policy on Property, plant and equipment) until 
disposal of the investment property. 


Once the entity becomes able to measure reliably the fair value of an investment property under construction that has previously 
been measured at cost, it measures that property at its fair value. Once construction of that property is complete, it is presumed 
that fair value can be measured reliably. If this is not the case, the property is accounted for using the cost model in accordance 
with the accounting policy on Property, plant and equipment. 


Compensation from third parties for investment property that was impaired, lost or given up is recognized in surplus or deficit 
when the compensation becomes receivable. 


Property interests held under operating leases are classified and accounted for as investment property in the following 
circumstances: 


When classification is difficult, the criteria used to distinguish investment property from owner-occupied property and from 
property held for sale in the ordinary course of operations, are as follows: 
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Mookgophong Local Municipality 


Financial Statements for the year ended 30 June 201 5 


Accounting Policies 


1 .5 Property, plant and equipment 


Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for use in the 
production or supply of goods or services, rental to others, or for administrative purposes, and are expected to be used during 
more than one reporting period. 


The cost of an item of property, plant and equipment is recognized as an asset when: 

it is probable that future economic benefits or service potential associated with the item will flow to the 
municipality; and 

the cost or fair value of the item can be measured reliably. 


Property, plant and equipment is initially measured at cost. 


The cost of an item of property, plant and equipment is the purchase price and other costs attributable to bring the asset to the 
location and condition necessary for it to be capable of operating in the manner intended by management. Trade discounts and 
rebates are deducted in arriving at the cost. 


Where an asset is acquired through a non-exchange transaction, its cost is its fair value as at date of acquisition. 


Where an item of property, plant and equipment is acquired in exchange for a non-monetary asset or assets, or a combination 
of assets and non-monetary assets, the asset acquired is initially measured at fair value (the cost). If the acquired item's fair 
value was not determinable, it's deemed cost is the carrying amount of the asset(s) given up. 


The initial estimate of the costs of dismantling and removing the item and restoring the site on which it is located is also included 
in the cost of property, plant and equipment, where the entity is obligated to incur such expenditure, and where the obligation 
arises as a result of acquiring the asset or using it for purposes other than the production of inventories. 


Recognition of costs in the carrying amount of an item of property, plant and equipment ceases when the item is in the location 
and condition necessary for it to be capable of operating in the manner intended by management. 


Major spare parts and stand by equipment which are expected to be used for more than one period are included in property, 
plant and equipment. In addition, spare parts and stand by equipment which can only be used in connection with an item of 
property, plant and equipment are accounted for as property, plant and equipment. 
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Major inspection costs which are a condition of continuing use of an item of property, piant and equipment and which meet the 
recognition criteria above are included as a replacement in the cost of the item of property, piant and equipment. Any remaining 
inspection costs from the previous inspection are derecognized. 


Property, plant and equipment is carried at cost iess accumuiated depreciation and any impairment iosses. 


When an item of property, plant and equipment is revaiued, any accumulated depreciation at the date of the revaiuation is 
restated proportionately with the change in the gross carrying amount of the asset so that the carrying amount of the asset after 
revaiuation equais its revalued amount. 


When an item of property, plant and equipment is revaiued, any accumulated depreciation at the date of the revaiuation is 
eiiminated against the gross carrying amount of the asset and the net amount restated to the revaiued amount of the asset. 


Any increase in an asset’s carrying amount, as a result of a revaluation, is credited directly to a revaluation surplus. The 
increase is recognized in surpius or deficit to the extent that it reverses a revaiuation decrease of the same asset previousiy 
recognized in surpius or deficit. 


Any decrease in an asset’s carrying amount, as a result of a revaluation, is recognized in surpius or deficit in the current period. 
The decrease is debited directly to a revaluation surplus to the extent of any credit baiance existing in the revaiuation surplus in 
respect of that asset. 


The revaiuation surpius included in net assets reiated to a specific item of property, plant and equipment is transferred directiy 
to accumulated surplus or deficit when the asset is derecognized. 


The revaiuation surpius included in net assets reiated to a specific item of property, plant and equipment is transferred directiy 
to accumuiated surplus or deficit as the asset is used. The amount transferred is equal to the difference between depreciation 
based on the revaiued carrying amount and depreciation based on the originai cost of the asset. 


Property, plant and equipment are depreciated on the over their expected useful lives to their estimated residuai vaiue. 


16 
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Mookgophong Local Municipality 

Financial Statements for the year ended 30 June 2015 

Accounting Policies 

1 .5 Property, plant and equipment (continued) 

The useful lives of items of property, plant and equipment have been assessed as follows 


Item 

Average useful life 

Buildings 

30 years 

Plant and machinery 

2 to 20 years 

Furniture and fixtures 

7 to 1 0 years 

Motor vehicles 

2 to 20 years 

Office equipment 

Infrastructure 

3 to 7 years 

Roads and Paving 

1 0 to 25 years 

Electricity Networks 

20 to 30 years 

Water Networks 

1 5 to 20 years 

Sewerage Networks 

Community 

1 5 to 20 years 

Sport Facilities 

30 years 

Cemetries 

30 years 

Libraries and Flails 

30 years 

Parks and Gardens 

30 years 

Security measures 

3 to 1 5 years 

Bins and containers 

2 to 20 years 


The residual value, the useful life and depreciation method of each asset are reviewed at least at of each reporting date. If the 
expectations differ from previous estimates, the change is accounted for as a ohange in aocounting estimate. 

Reviewing the useful life of an asset on an annual basis does not require the entity to amend the previous estimate unless 
expectations differ from the previous estimate. 
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Each part of an item of property, plant and equipment with a cost that is significant in relation to the total cost of the item is 
depreciated separately. 


The depreciation charge for each period is recognized in surplus or deficit unless it is included in the carrying amount of another 
asset. 


Items of property, plant and equipment are derecognized when the asset is disposed of or when there are no further economic 
benefits or service potential expected from the use or disposal of the asset. 


The gain or loss arising from the derecognition of an item of property, plant and equipment is included in surplus or deficit when 
the item is derecognized. The gain or loss arising from the derecognition of an item of property, plant and equipment is 
determined as the difference between the net disposal proceeds, if any, and the carrying amount of the item. 


Property, plant and equipment which the municipality holds for rentals to others and subsequently routinely sell as part of the 
ordinary course of activities, are transferred to inventories when the rentals end and the assets are available-for-sale. These 
assets are not accounted for as non-current assets held for sale. Proceeds from sales of these assets are recognized as 
revenue. All cash flows on these assets are included in cash flows from operating activities in the cash flow statement. 


1.6 Site restoration and dismantling cost 


The municipality has an obligation to dismantle, remove and restore items of property, plant and equipment. Such 
obligations are referred to as ‘decommissioning, restoration and similar liabilities’. The cost of an item of property, plant and 
equipment includes the initial estimate of the costs of dismantling and removing the item and restoring the site on which it is 
located, the obligation for which an municipality incurs either when the item is acquired or as a consequence of having used 
the item during a particular period for purposes other than to produce inventories during that period. 
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Mookgophong Local Municipality 


Financial Statements for the year ended 30 June 2015 


Accounting Policies 


1.6 Site restoration and dismantling cost (continued) 


If the related asset is measured using the cost model: 

(a) subject to (b), changes in the liability are added to, or deducted from, the cost of the related asset in the current 
period; 

(b) if a deorease in the liability exceeds the carrying amount of the asset, the excess is recognized immediately in 
surplus or deficit; and 

(c) if the adjustment results in an addition to the cost of an asset, the munioipality considers whether this is an 
indication that the new carrying amount of the asset may not be fully recoverable. If it is such an indication, the 
asset is tested for impairment by estimating its recoverable amount or reooverable service amount, and any 
impairment loss is recognized in aocordance with the accounting policy on impairment of cash-generating assets 
and/or impairment of non-cash-generating assets. 


If the related asset is measured using the revaluation model: 

(a) ohanges in the liability alter the revaluation surplus or defioit previously recognized on that asset, so that: 

a decrease in the liability (subject to (b)) is credited to revaluation surplus in net assets, except that it is 
recognized in surplus or deficit to the extent that it reverses a revaluation deficit on the asset that was previously 
recognized in surplus or deficit 

an increase in the liability is recognized in surplus or deficit, except that it is debited to the revaluation 
surplus to the extent of any credit balance existing in the revaluation surplus in respect of that asset. 

(b) in the event that a decrease in the liability exceeds the carrying amount that would have been recognized had the 
asset been carried under the cost model, the excess is recognized immediately in surplus or deficit; and 

(c) a change in the liability is an indication that the asset may have to be revalued in order to ensure that the carrying 
amount does not differ materially from that which would be determined using fair value at the end of the reporting 
period. Any such revaluation is taken into account in determining the amounts to be taken to surplus or deficit or 
net assets under (a). If a revaluation is necessary, all assets of that class are revalued. 


1.7 Intangible assets 


An asset is identifiable if it either: 

is separable, i.e. is capable of being separated or divided from an entity and sold, transferred, licensed, rented or 
exchanged, either individually or together with a related contract, identifiable assets or liability, regardless of 
whether the entity intends to do so; or 

arises from binding arrangements (including rights from contracts), regardless of whether those rights are 
transferable or separable from the municipality or from other rights and obligations. 


A binding arrangement describes an arrangement that confers similar rights and obligations on the parties to it as if it were in 
the form of a contraot. 


An intangible asset is recognized when: 
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it is probabie that the expected future econemic benefits or service potentiai that are attributabie to the asset wili 
flow to the municipality; and 

the cost or fair value ef the asset can be measured reliably. 


The municipality assesses the probability of expected future economic benefits or service potential using reasenable and 
supportable assumptions that represent management’s best estimate of the set of economic conditions that will exist over the 
useful life of the asset. 


Where an intangible asset is acquired through a non-exchange transaction, its initial cost at the date of acquisition is measured 
at its fair value as at that date. 


Expenditure on research (or on the research phase of an internal project) is recognized as an expense when it is incurred. 

An intangible asset arising from development (or from the develepment phase of an internal project) is reccgnized when: 

it is technically feasible to complete the asset so that it will be available for use or sale, 
there is an intention to complete and use or sell it. 

there is an ability to use or sell it. 

it will generate probable future economic benefits or service potential. 

there are available technical, financial and other resources to complete the development and to use or sell the 
asset. 

the expenditure attributable to the asset during its development can be measured reliably. 


18 
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Mookgophong Local Municipality 


Financial Statements for the year ended 30 June 201 5 


Accounting Policies 


1 .7 Intangible assets (continued) 


An intangible asset is regarded as having an indefinite useful life when, based on all relevant factors, there is no foreseeable 
limit to the period over which the asset is expected to generate net cash inflows or service potential. Amortization is not provided 
for these intangible assets, but they are tested for impairment annually and whenever there is an indication that the asset may 
be impaired. For all other intangible assets amortization is provided on a straight-line basis over their useful life. 


The amortization period and the amortization method for intangible assets are reviewed at each reporting date. 


Reassessing the useful life of an intangible asset with a finite useful life after it was olassified as indefinite is an indicator that the 
asset may be impaired. As a result the asset is tested for impairment and the remaining carrying amount is amortized over its 
useful life. 


Internally generated brands, mastheads, publishing titles, customer lists and items similar in substance are not recognized as 
intangible assets. 

Internally generated goodwill is not recognized as an intangible asset. 

Amortization is provided to write down the intangible assets, on a straight line basis, to their residual values as follows: 

Item Useful life 

Computer software, other 5 years 


Intangible assets are derecognized: 
on disposal; or 

when no future economic benefits or service potential are expected from its use or disposal. 

The gain or loss is the difference between the net disposal proceeds, if any, and the carrying amount. It is recognized in surplus 
or deficit when the asset is derecognized. 
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1 .8 Heritage assets 


Assets are resources controlled by an municipality as a result of past events and from which future economic benefits or service 
potential are expected to flow to the municipality. 


Carrying amount is the amount at which an asset is recognized after deducting accumulated impairment losses. 


Class of heritage assets means a grouping of heritage assets of a similar nature or function in an municipality’s operations that 
is shown as a single item for the purpose of disclosure in the financial statements. 


Cost is the amount of cash or cash equivalents paid or the fair value of the other consideration given to acquire an asset at the 
time of its acquisition or construction or, where applicable, the amount attributed to that asset when initially recognized in 
accordance with the specific requirements of other Standards of GRAP. 


Depreciation is the systematic allocation of the depreciable amount of an asset over its useful life. 


Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing parties in 
an arm’s length transaction. 


Heritage assets are assets that have a cultural, environmental, historical, natural, scientific, technological or artistic significance 
and are held indefinitely for the benefit of present and future generations. 


An impairment loss of a cash-generating asset is the amount by which the carrying amount of an asset exceeds its recoverable 
amount. 


An impairment loss of a non-cash-generating asset is the amount by which the carrying amount of an asset exceeds its 
recoverable service amount. 


An inalienable item is an asset that an municipality is required by law or otherwise to retain indefinitely and cannot be disposed 
of without consent. 


Recoverable amount is the higher of a cash-generating asset’s net selling price and its value in use. 
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1 .8 Heritage assets (continued) 


Recoverable service amount is the higher of a non-cash-generating asset’s fair value less costs to sell and its value in use. 


Value in use of a cash-generating asset is the present value of the future cash flows expected to be derived from an asset or 
cash-generating unit. 


Value in use of a non-cash-generating asset is the present value of the asset’s remaining service potential. 


1.9 Financial instruments 


A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or a residual interest 
of another entity. 


The amortized cost of a financial asset or financial liability is the amount at which the financial asset or financial liability is 
measured at initial recognition minus principal repayments, plus or minus the cumulative amortization using the effective interest 
method of any difference between that initial amount and the maturity amount, and minus any reduction (directly or through the 
use of an allowance account) for impairment or uncollectibility. 


A concessionary loan is a loan granted to or received by an entity on terms that are not market related. 


Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other party by failing to discharge 
an obligation. 


Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in 
foreign exchange rates. 


Derecognition is the removal of a previously recognized financial asset or financial liability from an entity’s statement of financial 
position. 
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A derivative is a financiai instrument or other contract with aii three of the foiiowing characteristics: 



Its vaiue changes in response to the change in a specified interest rate, financiai instrument price, commodity price, 
foreign exchange rate, index of prices or rates, credit rating or credit index, or other variabie, provided in the case of 
a non-financial variable that the variable is not specific to a party to the contract (sometimes called the ‘underlying’). 

It requires no initiai net investment or an initiai net investment that is smaiier than wouid be required for other types of 
contracts that wouid be expected to have a similar response to changes in market factors. 

it is settied at a future date. 


The effective interest method is a method of caicuiating the amortized cost of a financiai asset or a financiai iiability (or group of 
financiai assets or financiai liabiiities) and of aiiocating the interest income or interest expense over the reievant period. The 
effective interest rate is the rate that exactiy discounts estimated future cash payments or receipts through the expected iife of 
the financiai instrument or, when appropriate, a shorter period to the net carrying amount of the financiai asset or financiai 
iiabiiity. When caicuiating the effective interest rate, an entity shaii estimate cash fiows considering aii contractuai terms of the 
financiai instrument (for exampie, prepayment, cali and simiiar options) but shaii not consider future credit iosses. The 
caicuiation inciudes aii fees and points paid or received between parties to the contract that are an integrai part of the effective 
interest rate (see the Standard of GRAP on Revenue from Exchange Transactions), transaction costs, and aii other premiums 
or discounts. There is a presumption that the cash fiows and the expected iife of a group of simiiar financiai instruments can be 
estimated reliabiy. However, in those rare cases when it is not possibie to reiiabiy estimate the cash fiows or the expected life of 
a financiai instrument (or group of financiai instruments), the entity shaii use the contractual cash flows over the full contractual 
term of the financial instrument (or group of financial instruments). 


Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable willing parties in 
an arm’s length transaction. 


A financial asset is: 
cash; 


a residual interest of another entity; or 
a contractual right to: 

receive cash or another financial asset from another entity; or 

exchange financial assets or financial liabilities with another entity under conditions that are potentially favorable 
to the entity. 
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1.9 Financial instruments (continued) 


A financial guarantee contract is a contract that requires the issuer to make specified payments to reimburse the holder for a 
loss it incurs because a specified debtor fails to make payment when due in accordanoe with the original or modified terms of a 
debt instrument. 


A financial liability is any liability that is a contractual obligation to: 
deliver cash or another financial asset to another entity; or 

exchange financial assets or financial liabilities under conditions that are potentially unfavorable to the entity. 


Interest rate risk is the risk that the fair value or future oash flows of a financial instrument will fluctuate because of changes in 
market interest rates. 


Liquidity risk is the risk encountered by an entity in the event of difficulty in meeting obligations assooiated with financial 
liabilities that are settled by delivering cash or another financial asset. 


Loan commitment is a firm commitment to provide oredit under pre-specified terms and conditions. 


Loans payable are financial liabilities, other than short-term payables on normal oredit terms. 


Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of ohanges in market 
prices. Market risk comprises three types of risk: ourrency risk, interest rate risk and other price risk. 


Other price risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in 
market prices (other than those arising from interest rate risk or ourrenoy risk), whether those ohanges are caused by factors 
specific to the individual financial instrument or its issuer, or factors affecting all similar financial instruments traded in the 
market. 
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A financial asset is past due when a counterparty has failed to make a payment when contractually due. 



A residual interest is any contract that manifests an interest in the assets of an entity after deducting all of its liabilities. A 
residual interest includes contributions from owners, which may be shown as: 


equity instruments or similar forms of unitized capital; 

a formal designation of a transfer of resources (or a class of such transfers) by the parties to the transactien as 
forming part of an entity’s net assets, either before the contribution occurs or at the time of the contribution; or 

a formal agreement, in relation to the contribution, establishing or increasing an existing financial interest in the net 
assets of an entity. 


Transaction costs are incremental costs that are directly attributable to the acquisition, issue or disposal of a financial asset or 
financial liability. An incremental cost is one that would not have been incurred if the entity had not acquired, issued er disposed 
ef the financial instrument. 


Financial instruments at amortized cest are non-derivative financial assets er non-derivative financial liabilities that have fixed or 
determinable payments, excluding those instruments that: 


the entity designates at fair value at initial recognition; or 
are held for trading. 


Financial instruments at cest are investments in residual interests that do not have a quoted market price in an active market, 
and whose fair value cannot be reliably measured. 


Financial instruments at fair value comprise financial assets or financial liabilities that are: 
derivatives; 

combined instruments that are designated at fair value; 

instruments held for trading. A financial instrument is held for trading if: 

it is acquired or incurred principally for the purpose of selling or repurchasing it in the near-term; or 
on initial recognition it is part of a portfolio of identified financial instruments that are managed together and for 
which there is evidence of a recent actual pattern ef short term profit-taking; 

non-derivative financial assets or financial liabilities with fixed or determinable payments that are designated at 
fair value at initial recognition; and 

financial instruments that do not meet the definition of financial instruments at amortised cost or financial 
instruments at cost. 
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1.9 Financial instruments (continued) 


Classification 


The entity has the following types of financial assets (classes and category) as reflected on the face of the statement of financial 
position or in the notes thereto: 


Class 

Cash and cash equivalents 
Consumer Debtors 

Receivables from exchange transactions 
Receivables fron non-exchange transactions 

The entity has the following types of financial liabilities 
financial position or in the notes thereto: 

Class 

Unspent conditional grants 
Consumer deposits 
Payables from exchange transactions 
VAT payable 


Category 

Financial asset measured at amortised cost 
Financial asset measured at amortised cost 
Financial asset measured at amortised cost 
Financial asset measured at amortised cost 

and category) as reflected on the face of the statement of 


Category 

Financial liability measured at amortised cost 
Financial liability measured at amortised cost 
Financial liability measured at amortised cost 
Financial liability measured at amortised cost 
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Initial recognition 

The entity recognizes a financiai asset or a financial liability in its statement of financial position when the entity becomes a party 
to the contractual provisions of the instrument. 

The entity recognizes financial assets using trade date accounting. 

Initial measurement of financial assets and financial liabilities 


The entity measures a financial asset and financial liability initially at its fair value plus transaction costs that are directly 
attributable to the acquisition or issue of the financial asset or financial liability. 


The entity measures a financial asset and financial liability initially at its fair value [if subsequently measured at fair value]. 


The entity first assesses whether the substance of a concessionary loan is in fact a loan. On initial recognition, the entity 
analyses a concessionary loan into its component parts and accounts for each component separately. The entity accounts for 
that part of a concessionary loan that is: 


a social benefit in accordance with the Framework for the Preparation and Presentation of Financial Statements, 
where it is the issuer of the loan; or 

non-exchange revenue, in accordance with the Standard of GRAP on Revenue from Non-exchange Transactions 
(Taxes and Transfers), where it is the recipient of the loan. 

Subsequent measurement of financial assets and financial liabilities 

The entity measures all financial assets and financial liabilities after initial recognition using the following categories: 

Financial instruments at fair value. 

Financial instruments at amortized cost. 

Financial instruments at cost. 

All financial assets measured at amortized cost, or cost, are subject to an impairment review. 


Gains and losses 


A gain or loss arising from a change in the fair value of a financial asset or financial liability measured at fair value is recognized 
in surplus or deficit. 

For financial assets and financial liabilities measured at amortized cost or cost, a gain or loss is recognized in surplus or deficit 
when the financial asset or financial liability is derecognized or impaired, or through the amortization process. 
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1.9 Financial instruments (continued) 


Derecognition 


Financial assets 


The entity derecognizes financial assets using trade date accounting. 


The entity derecognizes a financial asset only when: 

the contractual rights to the cash flows from the financial asset expire, are settled or waived; 

the entity transfers to another party substantially all of the risks and rewards of ownership of the financial asset; or 

the entity, despite having retained some significant risks and rewards of ownership of the financial asset, has 
transferred control of the asset to another party and the other party has the practical ability to sell the asset in its 
entirety to an unrelated third party, and is able to exercise that ability unilaterally and without needing to impose 
additional restrictions on the transfer. In this case, the entity : 


derecognize the asset; and 

recognize separately any rights and obligations created or retained in the transfer. 


The carrying amounts of the transferred asset are allocated between the rights or obligations retained and those transferred on 
the basis of their relative fair values at the transfer date. Newly created rights and obligations are measured at their fair values 
at that date. Any difference between the consideration received and the amounts recognized and derecognized is recognized in 
surplus or deficit in the period of the transfer. 


If the entity transfers a financial asset in a transfer that qualifies for derecognition in its entirety and retains the right to service 
the financial asset for a fee, it recognize either a servicing asset or a servicing liability for that servicing contract. If the fee to be 
received is not expected to compensate the entity adequately for performing the servicing, a servicing liability for the servicing 
obligation is recognized at its fair value. If the fee to be received is expected to be more than adequate compensation for the 
servicing, a servicing asset is recognized for the servicing right at an amount determined on the basis of an allocation of the 
carrying amount of the larger financial asset. 


If, as a result of a transfer, a financial asset is derecognized in its entirety but the transfer results in the entity obtaining a new 
financial asset or assuming a new financial liability, or a servicing liability, the entity recognize the new financial asset, financial 
liability or servicing liability at fair value. 
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On derecognition of a financiai asset in its entirety, the difference between the carrying amount and the sum of the consideration 
received is recognized in surpius or deficit. 



If the transferred asset is part of a iarger financiai asset and the part transferred quaiifies for derecognition in its entirety, the 
previous carrying amount of the iarger financiai asset is ailocated between the part that continues to be recognized and the part 
that is derecognized, based on the relative fair vaiues of those parts, on the date of the transfer. For this purpose, a retained 
servicing asset is treated as a part that continues to be recognized. The difference between the carrying amount aiiocated to the 
part derecognized and the sum of the consideration received for the part derecognized is recognized in surpius or deficit. 


If a transfer does not result in derecognition because the entity has retained substantiaily ali the risks and rewards of ownership 
of the transferred asset, the entity continue to recognize the transferred asset in its entirety and recognize a financiai iiability for 
the consideration received. In subsequent periods, the entity recognizes any revenue on the transferred asset and any expense 
incurred on the financiai iiabiiity. Neither the asset, and the associated iiabiiity nor the revenue, and the associated expenses 
are offset. 


Financial liabiiities 


The entity removes a financial liability (or a part of a financial liability) from its statement of financial position when it is 
extinguished — i.e. when the obligation specified i n the contract is discharged, cancelled, expires or waived. 


An exchange between an existing borrower and lender of debt instruments with substantially different terms is accounted for as 
having extinguished the original financial liability and a new financial liability is recognized. Similarly, a substantial modification 
of the terms of an existing financial liability or a part of it is accounted for as having extinguished the original financial liability 
and having recognized a new financial liability. 
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1.9 Financial instruments (continued) 


The difference between the carrying amount of a financial liability (or part of a financial liability) extinguished or transferred to 
another party and the consideration paid, including any non-cash assets transferred or liabilities assumed, is recognized in 
surplus or deficit. Any liabilities that are waived, forgiven or assumed by another entity by way of a non-exchange transaction 
are accounted for in accordance with the Standard of GRAP on Revenue from Non-exchange Transactions (Taxes and 
Transfers). 


Presentation 


Interest relating to a financial instrument or a oomponent that is a financial liability is recognized as revenue or expense in 
surplus or deficit. 


Dividends or similar distributions relating to a financial instrument or a component that is a financial liability is recognized as 
revenue or expense in surplus or deficit. 


Losses and gains relating to a financial instrument or a component that is a financial liability is recognized as revenue or 
expense in surplus or deficit. 


Distributions to holders of residual interests are debited by the entity directly to net assets, net of any related income tax benefit 
[where applicable]. Transaction costs incurred on residual interests is accounted for as a deduction from net assets, net of any 
related income tax benefit [where applicable]. 


A financial asset and a financial liability are only offset and the net amount presented in the statement of financial position when 
the entity currently has a legally enforceable right to set off the recognized amounts and intends either to settle on a net basis, 
or to realize the asset and settle the liability simultaneously. 


In accounting for a transfer of a financial asset that does not qualify for derecognition, the entity does not offset the transferred 
asset and the associated liability. 
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1.10 Leases 


A lease is classified as a finance lease if it transfers substantially all the risks and rewards incidental to ownership. A lease is 
classified as an operating lease if it does not transfer substantially all the risks and rewards incidental to ownership. 


When a lease includes both land and buildings elements, the entity assesses the classification of each element separately. 


Finance leases - lessee 


Finance leases are recognized as assets and liabilities in the statement of financial position at amounts equal to the fair value of 
the leased property or, if lower, the present value of the minimum lease payments. The corresponding liability to the lessor is 
included in the statement of financial position as a finance lease obligation. 


The discount rate used in calculating the present value of the minimum lease payments is the . 


Minimum lease payments are apportioned between the finance charge and reduction of the outstanding liability. The finance 
charge is allocated to each period during the lease term so as to produce a constant periodic rate of on the remaining balance 
of the liability. 


Any contingent rents are expensed in the period in which they are incurred. 


Operating leases - lessee 


Operating lease payments are recognized as an expense on a straight-line basis over the lease term. The difference between 
the amounts recognized as an expense and the contractual payments are recognized as an operating lease asset or liability. 


1.11 Inventories 


Inventories are initially measured at cost except where inventories are acquired through a non-exchange transaction, then their 
costs are their fair value as at the date of acquisition. 


Subsequently inventories are measured at the lower of cost and net realizable value. 
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1.11 Inventories (continued) 


Inventories are measured at the lower of cost and ourrent replacement cost where they are held for; 
distribution at no oharge or for a nominal charge; or 

consumption in the production process of goods to be distributed at no charge or for a nominal charge. 

Net realizable value is the estimated selling price in the ordinary course of operations less the estimated costs of completion 
and the estimated costs necessary to make the sale, exchange or distribution. 

Current replacement cost is the oost the municipality incurs to acquire the asset on the reporting date. 


The cost of inventories comprises of all costs of purchase, costs of conversion and other costs incurred in bringing the 
inventories to their present location and condition. 


The cost of inventories of items that are not ordinarily interchangeable and goods or services produced and segregated for 
specific projects is assigned using specific identification of the individual costs. 


The cost of inventories is assigned using the first-in, first-out (FIFO) formula. The same cost formula is used for all inventories 
having a similar nature and use to the municipality. 


When inventories are sold, the carrying amounts of those inventories are recognized as an expense in the period in which the 
related revenue is recognized. If there is no related revenue, the expenses are recognized when the goods are distributed, or 
related services are rendered. The amount of any write-down of inventories to net realizable value or ourrent replacement cost 
and all losses of inventories are reoognized as an expense in the period the write-down or loss occurs. The amount of any 
reversal of any write-down of inventories, arising from an inorease in net realizable value or current replacement cost, are 
recognized as a reduction in the amount of inventories recognized as an expense in the period in which the reversal occurs. 


1.12 Discontinued Operations 
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Discontinued operation is a component of an municipaiity that has been disposed of and: 

represents a distinguishabie activity, group of activities or geographicai area of operations; 

is part of a singie co-ordinated pian to dispose of a distinguishabie activity, group of activities or geographicai area of 
operations; or 

is a controiied municipaiity acquired exciusiveiy with a view to resaie. 


A component of an municipality is the operations and cash flows that can be clearly distinguished, operationally and for financial 
reporting purposes, from the rest of the municipality. 


1.13 Impairment of cash-generating assets 


Cash-generating assets are those assets held by the municipality with the primary objective of generating a commercial return. 
When an asset is deployed in a manner consistent with that adopted by a profit-orientated entity, it generates a commercial 
return. 


Impairment is a loss in the future economic benefits or service potential of an asset, over and above the systematic recognition 
of the loss of the asset’s future economic benefits or service potential through depreciation (amortization). 


Carrying amount is the amount at which an asset is recognized in the statement of financial position after deducting any 
accumulated depreciation and accumulated impairment losses thereon. 


A cash-generating unit is the smallest identifiable group of assets held with the primary objective of generating a commercial 
return that generates cash inflows from continuing use that are largely independent of the cash inflows from other assets or 
groups of assets. 


Costs of disposal are incremental costs directly attributable to the disposal of an asset, excluding finance costs and income tax 
expense. 


Depreciation (Amortization) is the systematic allocation of the depreciable amount of an asset over its useful life. 


Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm’s length transaction between 
knowledgeable, willing parties, less the costs of disposal. 


Recoverable amount of an asset or a cash-generating unit is the higher its fair value less costs to sell and its value in use. 
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1.13 Impairment of cash-generating assets (continued) 


Useful life is either: 

(a) the period of time over which an asset is expected to be used by the municipality; or 

(b) the number of production or similar units expected to be obtained from the asset by the municipality. 

Criteria developed by the municipality to distinguish cash-generating assets from non-cash-generating assets are as follow: 

Identification 


When the carrying amount of a oash-generating asset exceeds its recoverable amount, it is impaired. 


The municipality assesses at each reporting date whether there is any indication that a cash -generating asset may be impaired. 
If any such indication exists, the municipality estimates the recoverable amount of the asset. 


Irrespective of whether there is any indication of impairment, the municipality also test a cash-generating intangible asset with 
an indefinite useful life or a cash-generating intangible asset not yet available for use for impairment annually by comparing its 
carrying amount with its reooverable amount. This impairment test is performed at the same time every year. If an intangible 
asset was initially recognized during the current reporting period, that intangible asset was tested for impairment before the end 
of the current reporting period. 


Value in use 


Value in use of a oash-generating asset is the present value of the estimated future cash flows expected to be derived from the 
continuing use of an asset and from its disposal at the end of its useful life. 


When estimating the value in use of an asset, the munioipality estimates the future cash inflows and outflows to be derived from 
continuing use of the asset and from its ultimate disposal and the municipality applies the appropriate discount rate to those 
future cash flows. 
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Basis for estimates of future cash fiows 



In measuring value in use the municipaiity: 

base cash fiow projections on reasonabie and supportabie assumptions that represent management's best estimate 
of the range of economic conditions that wiii exist over the remaining usefui iife of the asset. Greater weight is given 
to externai evidence; 

base cash fiow projections on the most recent approved financiai budgets/forecasts, but exciudes any estimated 
future cash inflows or outflows expected to arise from future restructuring's or from improving or enhancing the 
asset's performance. Projections based on these budgets/forecasts covers a maximum period of five years, uniess a 
ionger period can be justified; and 


estimate cash fiow projections beyond the period covered by the most recent budgets/forecasts by extrapoiating the 
projections based on the budgets/forecasts using a steady or declining growth rate for subsequent years, uniess an 
increasing rate can be justified. This growth rate does not exceed the iong-term average growth rate for the products, 
industries, or country or countries in which the entity operates, or for the market in which the asset is used, uniess a 
higher rate can be justified. 


Composition of estimates of future cash flows 


Estimates of future cash fiows include: 

projections of cash infiows from the continuing use of the asset; 

projections of cash outfiows that are necessariiy incurred to generate the cash infiows from continuing use of the 
asset (inciuding cash outfiows to prepare the asset for use) and can be directly attributed, or aliocated on a 
reasonabie and consistent basis, to the asset; and 

net cash fiows, if any, to be received (or paid) for the disposai of the asset at the end of its usefui life. 


Estimates of future cash fiows exciude: 

cash infiows or outfiows from financing activities; and 
income tax receipts or payments. 


The estimate of net cash fiows to be received (or paid) for the disposai of an asset at the end of its usefui iife is the amount that 
the municipaiity expects to obtain from the disposai of the asset in an arm's iength transaction between knowiedgeabie, wiliing 
parties, after deducting the estimated costs of disposai. 


26 


103 I P a g e 


Mookgophong Local Municipality 



Financial Statements for the year ended 30 June 2015 


Accounting Policies 


1.13 Impairment of cash-generating assets (continued) 


Discount rate 


The discount rate is a pre-tax rate that reflects current market assessments of the time value of money, represented by the 
current risk-free rate of interest and the risks specific to the asset for which the future cash flow estimates have not been 
adjusted. 


Recognition and measurement (individual asset) 


If the recoverable amount of a cash-generating asset is less than its carrying amount, the carrying amount of the asset is 
reduced to its recoverable amount. This reduction is an impairment loss. 


An impairment loss is recognized immediately in surplus or deficit. 


Any impairment loss of a revalued cash-generating asset is treated as a revaluation decrease. 


When the amount estimated for an impairment loss is greater than the carrying amount of the cash-generating asset to which it 
relates, the municipality recognizes a liability only to the extent that is a requirement in the Standard of GRAP. 

After the recognition of an impairment loss, the depreciation (amortization) charge for the cash-generating asset is adjusted in 
future periods to allocate the cash-generating asset’s revised carrying amount, less its residual value (if any), on a systematic 
basis over its remaining useful life. 

Cash-generating units 

If there is any indication that an asset may be impaired, the recoverable amount is estimated for the individual asset. If it is not 
possible to estimate the recoverable amount of the individual asset, the municipality determines the recoverable amount of the 
cash-generating unit to which the asset belongs (the asset's cash-generating unit). 

If an active market exists for the output produced by an asset or group of assets, that asset or group of assets is identified as a 
cash-generating unit, even if some or all of the output is used internally. If the cash inflows generated by any asset or cash- 
generating unit are affected by internal transfer pricing, the municipality use management's best estimate of future price(s) that 
could be achieved in arm's length transactions in estimating: 
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the future cash inflows used to determine the asset's or cash-generating unit's value in use; and 

the future cash outflows used to determine the value in use of any other assets or cash-generating units that are 
affected by the internal transfer pricing. 


Cash-generating units are identified consistently from period to period for the same asset or types of assets, unless a change is 
justified. 


The carrying amount of a cash-generating unit is determined on a basis consistent with the way the recoverable amount of the 
oash-generating unit is determined. 


An impairment loss is recognized for a cash-generating unit if the recoverable amount of the unit is less than the carrying 
amount of the unit. The impairment is allocated to reduce the carrying amount of the cash-generating assets of the unit on a pro 
rata basis, based on the carrying amount of each asset in the unit. These reductions in carrying amounts are treated as 
impairment losses on individual assets. 


In allocating an impairment loss, the entity does not reduce the carrying amount of an asset below the highest of: 

its fair value less costs to sell (if determinable); 
its value in use (if determinable); and 


zero. 


The amount of the impairment loss that would otherwise have been allooated to the asset is allocated pro rata to the other cash- 
generating assets of the unit. 


Where a non-cash-generating asset contributes to a cash-generating unit, a proportion of the oarrying amount of that non-cash- 
generating asset is allocated to the oarrying amount of the cash-generating unit prior to estimation of the recoverable amount of 
the cash-generating unit. 
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1.13 Impairment of cash-generating assets (continued) 


Reversal of impairment loss 


The municipality assess at each reporting date whether there is any indication that an impairment loss recognized in prior 
periods for a cash-generating asset may no longer exist or may have decreased. If any such indication exists, the entity 
estimates the recoverable amount of that asset. 

An impairment loss recognized in prior periods for a cash-generating asset is reversed if there has been a change in the 
estimates used to determine the asset’s recoverable amount since the last impairment loss was recognized. The carrying 
amount of the asset is inoreased to its recoverable amount. The inorease is a reversal of an impairment loss. The increased 
carrying amount of an asset attributable to a reversal of an impairment loss does not exceed the carrying amount that would 
have been determined (net of depreciation or amortization) had no impairment loss been recognized for the asset in prior 
periods. 

A reversal of an impairment loss for a cash-generating asset is recognized immediately in surplus or deficit. 

Any reversal of an impairment loss of a revalued cash-generating asset is treated as a revaluation increase. 

After a reversal of an impairment loss is recognized, the depreciation (amortization) charge for the cash-generating asset is 
adjusted in future periods to allocate the cash-generating asset’s revised carrying amount, less its residual value (if any), on a 
systematic basis over its remaining useful life. 

A reversal of an impairment loss for a cash-generating unit is allocated to the cash-generating assets of the unit pro rata with 
the carrying amounts of those assets. These increases in carrying amounts are treated as reversals of impairment losses for 
individual assets. No part of the amount of such a reversal is allocated to a non -cash-generating asset contributing service 
potential to a cash-generating unit. 

In allocating a reversal of an impairment loss for a cash-generating unit, the carrying amount of an asset is not increased above 
the lower of: 


its recoverable amount (if determinable); and 

the carrying amount that would have been determined (net of amortization or depreciation) had no impairment loss 
been recognized for the asset in prior periods. 


The amount of the reversal of the impairment loss that would otherwise have been allocated to the asset is allocated pro rata to 
the other assets of the unit. 
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1.14 Impairment of non-cash-generating assets 


Cash-generating assets are those assets held by the municipality with the primary objective of generating a commercial return. 
When an asset is deployed in a manner consistent with that adopted by a profit-orientated entity, it generates a commercial 
return. 

Non-cash-generating assets are assets other than cash-generating assets. 

Impairment is a loss in the future economio benefits or service potential of an asset, over and above the systematio reoognition 
of the loss of the asset’s future economic benefits or service potential through depreciation (amortization). 

Carrying amount is the amount at which an asset is recognized in the statement of financial position after deducting any 
accumulated depreciation and accumulated impairment losses thereon. 

A cash-generating unit is the smallest identifiable group of assets held with the primary objective of generating a commercial 
return that generates cash inflows from oontinuing use that are largely independent of the cash inflows from other assets or 
groups of assets. 

Costs of disposal are incremental costs directly attributable to the disposal of an asset, exeluding finance costs and income tax 
expense. 

Depreciation (Amortization) is the systematic allocation of the depreciable amount of an asset over its useful life. 

Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm’s length transaction between 
knowledgeable, willing parties, less the costs of disposal. 
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1.14 Impairment of non-cash-generating assets (continued) 


Recoverable service amount is the higher of a non-cash-generating asset’s fair value less costs to sell and its value in use. 


Useful life is either: 

(a) the period of time over which an asset is expected to be used by the municipality; or 

(b) the number of production or similar units expected to be obtained from the asset by the municipality. 


Criteria developed by the municipality to distinguish non-cash-generating assets from cash-generating assets are as follow: 
[Specify criteria] 


Identification 


When the carrying amount of a non-cash-generating asset exceeds its recoverable service amount, it is impaired. 


The municipality assesses at each reporting date whether there is any indicatien that a non-cash-generating asset may be 
impaired. If any such indication exists, the municipality estimates the receverable service amount of the asset. 


Irrespective ef whether there is any indication of impairment, the entity also test a nen-cash-generating intangible asset with an 
indefinite useful life or a non-cash-generating intangible asset not yet available for use for impairment annually by comparing its 
carrying amount with its recoverable service amount. This impairment test is performed at the same time every year. If an 
intangible asset was initially recognized during the current reporting period, that intangible asset was tested for impairment 
before the end of the current reporting period. 


Value in use 


Value in use of non-cash-generating assets is the present value of the nen-cash-generating assets remaining service potential. 


The present value of the remaining service potential of a non-cash-generating assets is determined using the following 
approach: 


Depreciated replacement cost approach 
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The present value of the remaining service potential of a non-cash-generating asset is determined as the depreciated 
replacement cost of the asset. The replacement cost of an asset is the cost to replace the asset’s gross service potential. This 
cost is depreciated to reflect the asset in its used condition. An asset may be replaced either through reproduction (replication) 
of the existing asset or through replacement of its gross service potential. The depreciated replacement cost is measured as the 
reproduction or replacement cost of the asset, whichever is lower, less accumulated depreciation calculated on the basis of 
such cost, to reflect the already consumed or expired service potential of the asset. 


The replacement cost and reproduction cost of an asset is determined on an “optimized” basis. The rationale is that the 
municipality would not replace or reproduce the asset with a like asset if the asset to be replaced or reproduced is an 
overdesigned or overcapacity asset. Overdesigned assets contain features which are unnecessary for the goods or services the 
asset provides. Overcapacity assets are assets that have a greater capacity than is necessary to meet the demand for goods or 
services the asset provides. The determination of the replacement cost or reproduction cost of an asset on an optimized basis 
thus reflects the service potential required of the asset. 


Recognition and measurement 


If the recoverable service amount of a non-cash-generating asset is less than its carrying amount, the carrying amount of the 
asset is reduced to its recoverable service amount. This reduction is an impairment loss. 


An impairment loss is recognized immediately in surplus or deficit. 


Any impairment loss of a revalued non-cash-generating asset is treated as a revaluation decrease. 


When the amount estimated for an impairment loss is greater than the carrying amount of the non-cash-generating asset to 
which it relates, the municipality recognizes a liability only to the extent that is a requirement in the Standards of GRAP. 


After the recognition of an impairment loss, the depreciation (amortization) charge for the non-cash-generating asset is adjusted 
in future periods to allocate the non-cash-generating asset’s revised carrying amount, less its residual value (if any), on a 
systematic basis over its remaining useful life. 
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1.14 Impairment of non-cash-generating assets (continued) 

Reversal of an impairment loss 

The municipality assess at each reporting date whether there is any indication that an impairment loss recognized in prior 
periods for a non-cash-generating asset may no longer exist or may have decreased. If any such indication exists, the 
municipality estimates the recoverable service amount of that asset. 

An impairment loss recognized in prior periods for a non-cash-generating asset is reversed if there has been a change in the 
estimates used to determine the asset’s recoverable service amount since the last impairment loss was recognized. The 
carrying amount of the asset is increased to its recoverable service amount. The increase is a reversal of an impairment loss. 
The increased carrying amount of an asset attributable to a reversal of an impairment loss does not exceed the carrying amount 
that would have been determined (net of depreciation or amortization) had no impairment loss been recognized for the asset in 
prior periods. 

A reversal of an impairment loss for a non-cash-generating asset is recognized immediately in surplus or deficit. 

Any reversal of an impairment loss of a revalued non-cash-generating asset is treated as a revaluation increase. 

After a reversal of an impairment loss is recognized, the depreciation (amortization) charge for the non-cash-generating asset is 
adjusted in future periods to allocate the non-cash-generating asset’s revised carrying amount, less its residual value (if any), on 
a systematic basis over its remaining useful life. 


1.15 Employee benefits 

Employee benefits are all forms of consideration given by an entity in exchange for service rendered by employees. 

A qualifying insurance policy is an insurance policy issued by an insurer that is not a related party (as defined in the Standard of 
GRAP on Related Party Disclosures) of the reporting entity, if the proceeds of the policy can be used only to pay or fund 
employee benefits under a defined benefit plan and are not available to the reporting entity’s own creditors (even in liquidation) 
and cannot be paid to the reporting entity, unless either: 


the proceeds represent surplus assets that are not needed for the policy to meet all the related employee benefit 
obligations; or 

the proceeds are returned to the reporting entity to reimburse it for employee benefits already paid. 

Termination benefits are employee benefits payable as a result of either: 

an entity’s decision to terminate an employee’s employment before the normal retirement date; or 
an employee’s decision to accept voluntary redundancy in exchange for those benefits. 


Other long-term employee benefits are employee benefits (other than post-employment benefits and termination benefits) that 
are not due to be settled within twelve months after the end of the period in which the employees render the related service. 
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Vested employee benefits are employee benefits that are not conditional on future employment. 


Composite social security programmes are established by legislation and operate as multi-employer plans to provide post- 
employment benefits as well as to provide benefits that are not consideration in exchange for service rendered by employees. 


A constructive obligation is an obligation that derives from an entity’s actions where by an established pattern of past practice, 
published policies or a sufficiently specific current statement, the entity has indicated to other parties that it will accept certain 
responsibilities and as a result, the entity has created a valid expectation on the part of those other parties that it will discharge 
those responsibilities. 
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1.15 Employee benefits (continued) 


Short-term employee benefits 


Short-term employee benefits are employee benefits (other than termination benefits) that are due to be settled within twelve 
months after the end of the period in which the employees render the related service. 


Short-term employee benefits include items such as: 
wages, salaries and social security contributions; 

short-term compensated absences (such as paid annual leave and paid sick leave) where the compensation for the 
absences is due to be settled within twelve months after the end of the reporting period in which the employees 
render the related employee service; 

bonus, incentive and performance related payments payable within twelve months after the end of the reporting 
period in which the employees render the related service; and 

non-monetary benefits (for example, medical care, and free or subsidized goods or services such as housing, cars 
and cellphones) for current employees. 


When an employee has rendered service to the entity during a reporting period, the entity recognize the undiscounted amount 
of short-term employee benefits expected to be paid in exchange for that service: 


as a liability (accrued expense), after deducting any amount already paid. If the amount already paid exceeds the 
undiscounted amount of the benefits, the entity recognize that excess as an asset (prepaid expense) to the extent 
that the prepayment will lead to, for example, a reduction in future payments or a cash refund; and 

as an expense, unless another Standard requires or permits the inclusion of the benefits in the cost of an asset. 


The expected cost of compensated absences is recognized as an expense as the employees render services that increase their 
entitlement or, in the case of non-accumulating absences, when the absence occurs. The entity measure the expected cost of 
accumulating compensated absences as the additional amount that the entity expects to pay as a result of the unused 
entitlement that has accumulated at the reporting date. 


The entity recognize the expected cost of bonus, incentive and performance related payments when the entity has a present 
legal or constructive obligation to make such payments as a result of past events and a reliable estimate of the obligation can be 
made. A present obligation exists when the entity has no realistic alternative but to make the payments. 
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Post-employment benefits 


Post-employment benefits are employee benefits (other than termination benefits) which are payable after the completion of 
employment. 


Post-employment benefit plans are formal or informal arrangements under which an entity provides post-employment benefits 
for one or more employees. 


Multi-employer plans are defined contribution plans (other than state plans and composite social security programmes) or 
defined benefit plans (other than state plans) that pool the assets contributed by various entities that are not under common 
control and use those assets to provide benefits to employees of more than one entity, on the basis that contribution and benefit 
levels are determined without regard to the identity of the entity that employs the employees concerned. 
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1.15 Employee benefits (continued) 


Post-employment benefits: Defined contribution plans 


Defined contribution plans are post-employment benefit plans under which an entity pays fixed contributions into a separate 
entity (a fund) and will have no legal or constructive obligation to pay further contributions if the fund does not hold sufficient 
assets to pay all employee benefits relating to employee service in the current and prior periods. 


When an employee has rendered service to the entity during a reporting period, the entity recognize the contribution payable to 
a defined contribution plan in exchange for that service: 


as a liability (accrued expense), after deducting any contribution already paid. If the contribution already paid 
exceeds the contribution due for service before the reporting date, an entity recognize that excess as an asset 
(prepaid expense) to the extent that the prepayment will lead to, for example, a reduction in future payments or a 
cash refund; and 


as an expense, unless another Standard requires or permits the inclusion of the contribution in the cost of an asset. 


Where contributions to a defined contribution plan do not fall due wholly within twelve months after the end of the reporting 
period in which the employees render the related service, they are discounted. The rate used to discount reflects the time value 
of money. The currency and term of the financial instrument selected to reflect the time value of money is consistent with the 
currency and estimated term of the obligation. 


Actuarial assumptions 


Actuarial assumptions are unbiased and mutually compatible. 


Financial assumptions are based on market expectations, at the reporting date, for the period over which the obligations are to 
be settled. 


The rate used to discount post-employment benefit obligations (both funded and unfunded) reflect the time value of money. The 
currency and term of the financial instrument selected to reflect the time value of money is consistent with the currency and 
estimated term of the post-employment benefit obligations. 
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Post-employment benefit obligations are measured on a basis that reflects: 

estimated future salary increases; 

the benefits set out in the terms of the plan 
terms) at the reporting date; and 

estimated future changes in the level of any 
plan, if, and only if, either: 

those changes were enacted before the reporting date; or 

past history, or other reliable evidence, indicates that those state benefits will change in some predictable manner, for 
example, in line with future changes in general price levels or general salary levels. 


(or resulting from any constructive obligation that goes beyond those 
state benefits that affect the benefits payable under a defined benefit 


Assumptions about medical costs take account of estimated future changes in the cost of medical services, resulting from both 
inflation and specific changes in medical costs. 


1.16 Provisions and contingencies 


Provisions are recognized when: 

the municipality has a present obligation as a result of a past event; 

it is probable that an outflow of resources embodying economic benefits or service potential will be required to 
settle the obligation; and 

a reliable estimate can be made of the obligation. 


The amount of a provision is the best estimate of the expenditure expected to be required to settle the present obligation at the 
reporting date. 


Where the effect of time value of money is material, the amount of a provision is the present value of the expenditures expected 
to be required to settle the obligation. 


The discount rate is a pre-tax rate that reflects current market assessments of the time value of money and the risks specific to 
the liability. 
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1.16 Provisions and contingencies (continued) 


Where some or all of the expenditure required to settle a provision is expected to be reimbursed by another party, the 
reimbursement is recognized when, and only when, it is virtually certain that reimbursement will be received if the municipality 
settles the obligation. The reimbursement is treated as a separate asset. The amount recognized for the reimbursement does 
not exceed the amount of the provision. 


Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. Provisions are reversed if it is 
no longer probable that an outflow of resources embodying economic benefits or service potential will be required, to settle the 
obligation. 


Where discounting is used, the carrying amount of a provision increases in each period to reflect the passage of time. This 
increase is recognized as an interest expense. 


A provision is used only for expenditures for whioh the provision was originally recognized. 


Provisions are not recognized for future operating deficits. 


If an entity has a contract that is onerous, the present obligation (net of recoveries) under the oontraot is recognized and 
measured as a provision. 


A constructive obligation to restructure arises only when an entity: 

has a detailed formal plan for the restructuring, identifying at least: 

the activity/operating unit or part of a activity/operating unit concerned; 
the principal locations affected; 

the location, funotion, and approximate number of employees who will be compensated for services being 
terminated; 

the expenditures that will be undertaken; and 
when the plan will be implemented; and 

has raised a valid expectation in those affected that it will carry out the restructuring by starting to implement that 
plan or announcing its main features to those affected by it. 


A restructuring provision includes only the direct expenditures arising from the restruoturing, which are those that are both: 
necessarily entailed by the restructuring; and 
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not associated with the ongoing activities of the municipaiity 


No obiigation arises as a consequence of the saie or transfer of an operation untii the municipaiity is committed to the saie or 
transfer, that is, there is a binding arrangement. 


After their initiai recognition contingent iiabiiities recognized in entity combinations that are recognized separateiy are 
subsequentiy measured at the higher of: 


the amount that wouid be recognized as a provision; and 
the amount initiaiiy recognized iess cumuiative amortization. 


Contingent assets and contingent iiabiiities are not recognized. Contingencies are disclosed in note . 


A financial guarantee contract is a contract that requires the issuer to make specified payments to reimburse the holder for a 
loss it incurs because a specified debtor fails to make payment when due in accordance with the original or modified terms of a 
debt instrument. 


Loan commitment is a firm commitment to provide credit under pre-specified terms and conditions. 


The municipality recognizes a provision for financial guarantees and loan commitments when it is probable that an outflow of 
resources embodying economic benefits and service potential will be required to settle the obligation and a reliable estimate of 
the obligation can be made. 


Determining whether an outflow of resources is probable in relation to financial guarantees requires judgment. Indications that 
an outflow of resources may be probable are: 


financial difficulty of the debtor; 

defaults or delinquencies in interest and capital repayments by the debtor; 

breaches of the terms of the debt instrument that result in it being payable earlier than the agreed term and the ability 
of the debtor to settle its obligation on the amended terms; and 
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1.16 Provisions and contingencies (continued) 

a decline in prevailing economic circumstances (e.g. high interest rates, inflation and unemployment) that impact on 
the ability of entities to repay their obligations. 


Where a fee is received by the municipality for issuing a financial guarantee and/or where a fee is charged on loan 
commitments, it is considered in determining the best estimate of the amount required to settle the obligation at reporting date. 
Where a fee is charged and the municipality considers that an outflow of economic resources is probable, an municipality 
recognizes the obligation at the higher of: 


the amount determined using in the Standard of GRAP on Provisions, Contingent Liabilities and Contingent Assets; 
and 

the amount of the fee initially recognized less, where appropriate, oumulative amortization recognized in accordance 
with the Standard of GRAP on Revenue from Exchange Transactions. 


1.17 Commitments 


Items are classified as commitments when an entity has oommitted itself to future transactions that will normally result in the 
outflow of cash. 


Disclosures are required in respect of unrecognized contractual commitments. 


Commitments for which disclosure is necessary to aohieve a fair presentation should be disclosed in a note to the financial 
statements, if both the following criteria are met: 


Contracts should be non-oancellable or only canoellable at significant cost (for example, oontracts for computer or 
building maintenance services); and 

Contracts should relate to something other than the routine, steady, state business of the entity - therefore salary 
oommitments relating to employment contracts or social security benefit commitments are excluded. 


1.18 Revenue from exchange transactions 


Revenue is the gross inflow of eoonomic benefits or service potential during the reporting period when those inflows result in an 
increase in net assets, other than increases relating to contributions from owners. 
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An exchange transaction is one in which the municipality receives assets or services, or has liabilities extinguished, and directly 
gives approximately equal value (primarily In the form of goods, services or use of assets) to the other party In exchange. 


Fair value Is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing parties In 
an arm’s length transaction. 


Measurement 


Revenue is measured at the fair value of the consideration received or receivable, net of trade discounts and volume rebates. 


Rendering of services 


When the outcome of a transaction Involving the rendering of services can be estimated reliably, revenue associated with 
the transaction is recognized by reference to the stage of completion of the transaction at the reporting date. The outcome of 
a transaction can be estimated reliably when all the following conditions are satisfied: 


the amount of revenue can be measured reliably; 

It is probable that the economic benefits or service potential associated with the transaction will flow to the 
municipality; 

the stage of completion of the transaction at the reporting date can be measured reliably; and 

the costs Incurred for the transaction and the costs to complete the transaction can be measured reliably. 


When services are performed by an Indeterminate number of acts over a specified time frame, revenue is recognized on a 
straight line basis over the specified time frame unless there Is evidence that some other method better represents the stage of 
completion. When a specific act is much more significant than any other acts, the recognition of revenue is postponed until the 
significant act is executed. 


When the outcome of the transaction involving the rendering of services cannot be estimated reliably, revenue Is recognized 
only to the extent of the expenses recognized that are recoverable. 


Service revenue Is recognized by reference to the stage of completion of the transaction at the reporting date. Stage of 
completion is determined by . 
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1.18 Revenue from exchange transactions (continued) 


Interest, royalties and dividends 


Revenue arising from the use by others of entity assets yielding interest, royalties and dividends or similar distributions is 
recognized when: 


It is probable that the economic benefits or service potential associated with the transaction will flow to the 
municipality, and 

The amount of the revenue can be measured reliably. 


Interest is recognized, in surplus or deficit, using the effective interest rate method. 


Royalties are recognized as they are earned in accordance with the substance of the relevant agreements. 


Dividends or similar distributions are recognized, in surplus or deficit, when the municipality’s right to receive payment has been 
established. 


Service fees included in the price of the product are recognized as revenue over the period during which the service is 
performed. 


1.19 Revenue from non-exchange transactions 


Revenue comprises gross inflows of economic benefits or service potential received and receivable by an municipality, which 
represents an increase in net assets, other than increases relating to contributions from owners. 


Conditions on transferred assets are stipulations that specify that the future economic benefits or service potential embodied in 
the asset is required to be consumed by the recipient as specified or future economic benefits or service potential must be 
returned to the transferor. 
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Control of an asset arise when the municipality can use or otherwise benefit from the asset in pursuit of its objectives and can 
exclude or otherwise regulate the access of others to that benefit. 


Exchange transactions are transactions in which one entity receives assets or services, or has liabilities extinguished, and 
directly gives approximately equal value (primarily in the form of cash, goods, services, or use of assets) to another entity in 
exchange. 


Expenses paid through the tax system are amounts that are available to beneficiaries regardless of whether or not they pay 
taxes. 


Fines are economic benefits or service potential received or receivable by entities, as determined by a court or other law 
enforcement body, as a consequence of the breach of laws or regulations. 


Non-exchange transactions are transactions that are not exchange transactions. In a non-exchange transaction, an municipality 
either receives value from another municipality without directly giving approximately equal value in exchange, or gives value to 
another municipality without directly receiving approximately equal value in exchange. 


Restrictions on transferred assets are stipulations that limit or direct the purposes for which a transferred asset may be used, 
but do not specify that future economic benefits or service potential is required to be returned to the transferor if not deployed as 
specified. 


Stipulations on transferred assets are terms in laws or regulation, or a binding arrangement, imposed upon the use of a 
transferred asset by entities external to the reporting municipality. 


Tax expenditures are preferential provisions of the tax law that provide certain taxpayers with concessions that are not available 
to others. 


The taxable event is the event that the government, legislature or other authority has determined will be subject to taxation. 


Taxes are economic benefits or service potential compulsorily paid or payable to entities, in accordance with laws and or 
regulations, established to provide revenue to government. Taxes do not include fines or other penalties imposed for breaches 
of the law. 


Transfers are inflows of future economic benefits or service potential from non-exchange transactions, other than taxes. 
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1.19 Revenue from non-exchange transactions (continued) 


Recognition 


An inflow of resources from a non-exchange transaction recognized as an asset is recognized as revenue, except to the extent 
that a liability is also recognized in respect of the same inflow. 


As the municipality satisfies a present obligation recognized as a liability in respect of an inflow of resources from a non- 
exchange transaction recognized as an asset, it reduces the carrying amount of the liability recognized and recognizes an 
amount of revenue equal to that reduction. 


Measurement 


Revenue from a non-exchange transaction is measured at the amount of the increase in net assets recognized by the 
municipality. 


When, as a result of a non-exchange transaction, the municipality recognizes an asset, it also recognizes revenue equivalent to 
the amount of the asset measured at its fair value as at the date of acquisition, unless it is also required to recognize a liability. 
Where a liability is required to be recognized it will be measured as the best estimate of the amount required to settle the 
obligation at the reporting date, and the amount of the increase in net assets, if any, recognized as revenue. When a liability is 
subsequently reduced, because the taxable event occurs or a condition is satisfied, the amount of the reduction in the liability is 
recognized as revenue. 


Transfers 

Apart from Services in kind, which are not recognized, the municipality recognizes an asset in respect of transfers when the 
transferred resources meet the definition of an asset and satisfy the criteria for recognition as an asset. 

The municipality recognizes an asset in respect of transfers when the transferred resources meet the definition of an asset and 
satisfy the criteria for recognition as an asset. 

Transferred assets are measured at their fair value as at the date of acquisition. 
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Fines 

Fines are recognized as revenue when the receivabie meets the definition of an asset and satisfies the criteria for recognition as 
an asset. 


Assets arising from fines are measured at the best estimate of the infiow of resources to the municipality. 


Where the municipality collects fines in the capacity of an agent, the fine will not be revenue of the collecting entity. 


1.20 Investment income 


Investment income is recognized on a time-proportion basis using the effective interest method. 


1.21 Comparative figures 


Where necessary, comparative figures have been reclassified to conform to changes in presentation in the current year. 


1.22 Unauthorized expenditure 


Unauthorized expenditure means: 

overspending of a vote or a main division within a vote; and 

expenditure not in accordance with the purpose of a vote or, in the case of a main division, not in accordance with the 
purpose of the main division. 


All expenditure relating to unauthorized expenditure is recognized as an expense in the statement of financial performance in 
the year that the expenditure was incurred. The expenditure is classified in accordance with the nature of the expense, and 
where recovered, it is subsequently accounted for as revenue in the statement of financial performance. 
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1.23 Fruitless and wasteful expenditure 


Fruitless expenditure means expenditure which was made in vain and would have been avoided had reasonable care been 
exercised. 


All expenditure relating to fruitless and wasteful expenditure is recognized as an expense in the statement of financial 
performance in the year that the expenditure was incurred. The expenditure is classified in accordance with the nature of the 
expense, and where reoovered, it is subsequently aocounted for as revenue in the statement of financial performance. 


1.24 Irregular expenditure 


Irregular expenditure as defined in section 1 of the PFMA is expenditure other than unauthorized expenditure, inourred in 
contravention of or that is not in accordance with a requirement of any applicable legislation, including - 


(a) this Act; or 

(b) the State Tender Board Aot, 1968 (Aot No. 86 of 1968), or any regulations made in terms of the Act; or 

(c) any provincial legislation providing for procurement procedures in that provincial government. 


National Treasury practise note no. 4 of 2008/2009 which was issued in terms of sections 76(1) to 76(4) of the PFMA requires 
the following (effective from 1 April 2008): 


Irregular expenditure that was incurred and identified during the current financial and which was condoned before year end 
and/or before finalization of the financial statements must also be recorded appropriately in the irregular expenditure register. In 
such an instance, no further action is also required with the exoeption of updating the note to the financial statements. 


Irregular expenditure that was incurred and identified during the current financial year and for which condonement is being 
awaited at year end must be recorded in the irregular expenditure register. No further action is required with the exception of 
updating the note to the financial statements. 


Where irregular expenditure was incurred in the previous financial year and is only oondoned in the following financial year, the 
register and the disclosure note to the financial statements must be updated with the amount condoned. 
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Irregular expenditure that was incurred and identified during the current financiai year and which was not condoned by the 
Nationai Treasury or the reievant authority must be recorded appropriateiy in the irreguiar expenditure register, if iiabiiity for the 
irreguiar expenditure can be attributed to a person, a debt account must be created if such a person is liabie in iaw. immediate 
steps must thereafter be taken to recover the amount from the person concerned. If recovery is not possibie, the accounting 
officer or accounting authority may write off the amount as debt impairment and disciose such in the reievant note to the 
financiai statements. The irreguiar expenditure register must aiso be updated accordingiy. If the irregular expenditure has not 
been condoned and no person is liable in law, the expenditure related thereto must remain against the relevant 
program/expenditure item, be disclosed as such in the note to the financial statements and updated accordingly in the irregular 
expenditure register. 


Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act (Act No. 56 of 2003), the 
Municipal Systems Act (Act No. 32 of 2000), and the Public Office Bearers Act (Act No. 20 of 1998) or is in contravention of the 
economic entity’s supply chain management policy. Irregular expenditure excludes unauthorized expenditure. Irregular 
expenditure is accounted for as expenditure in the Statement of Financial Performance and where recovered, it is subsequently 
accounted for as revenue in the Statement of Financial Performance. 


1.25 Budget information 


Municipality are typically subject to budgetary limits in the form of appropriations or budget authorizations (or equivalent), which 
is given effect through authorizing legislation, appropriation or similar. 


General purpose financial reporting by municipality shall provide information on whether resources were obtained and used in 
accordance with the legally adopted budget. 


The budget for the economic entity includes all the entities approved budgets under its control. 


The financial statements and the budget are on the same basis of accounting therefore a comparison with the budgeted 
amounts for the reporting period have been included in the Statement of comparison of budget and actual amounts. 
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1 .26 Related parties 


The municipality operates in an economic sector currently dominated by entities directly or indirectly owned by the South African 
Government. As a oonsequence of the oonstitutional independenoe of the three spheres of government in South Africa, only 
entities within the national sphere of government are oonsidered to be related parties. 


Management are those persons responsible for planning, directing and controlling the activities of the municipality, including 
those charged with the governance of the municipality in accordance with legislation, in instances where they are required to 
perform such functions. 


Close members of the family of a person are considered to be those family members who may be expected to influence, or be 
influenced by, that management in their dealings with the municipality. 


Only transactions with related parties not at arm’s length or not in the ordinary course of business are disclosed. 


1.27 Grants, transfers and donations 


Grants, transfers and donations received or receivable are recognized when the resources that have been transferred meet the 
criteria for recognition as an asset. A corresponding liability is raised to the extent that the grant, transfer or donation is 
conditional. The liability is transferred to revenue as and when the conditions attached to the grant are met. Grants without any 
conditions attached are recognized as revenue when the asset is recognized. 


Revenue from grants is recognized to the extent that there has been oompliance with any restrictions associated with the grant. 


Revenue received from conditional grants, donations and funding are recognized as revenue to the extent that the Municipality 
has complied with any of the criteria, conditions or obligations embodied in the agreement. 


Unutilized conditional grants are reflected in the Statement of Financial Position as a current liability. 


1.28 Changes in Accounting Policies, Changes in Accounting Estimates and Errors 
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Changes in Accounting Poiicies 


An entity will only change an accounting policy if the change is required by a Standard of GRAP or will result in the financial 
statements providing reliable or more relevant information. 


The first-time application of an accounting policy to transactions or events that differ substantially from those that occurred 
previously or are occurring for the first time (or were previously regarded as being immaterial), is not a change in accounting 
policy. 


Applying changes in Accounting 


Policies 


A change in accounting policy resulting from the initial application of a Standard will be applied in accordance with the 
transitional provisions of that Standard. In the case of a voluntarily change or when no transitional provisions are specified, the 
change is applied retrospectively except if it is impracticable. Applying a change retrospectively entails adjusting the opening 
balance of each affected component of net assets and other comparative amounts disclosed for each period presented as if the 
new policy has always been applied. 


Disclosure 


When retrospectively applying a Standard of GRAP for the first time, the entity will disclose: 

Title of the Standard and the nature of the change 

Whether the transitional provisions are applied together with a description thereof. 

Amount of the adjustment to each financial statement line item affected for each period presented. 

Adjustments that relate to periods before those presented. 

If retrospective application is impracticable, the circumstances surrounding that condition and a description of how 
the accounting policy has been applied. 


Upon a voluntary change in accounting policy the following are disclosed in the financial statements: 

Nature of the change and reasons why it provides reliable and more relevant information 

Amount of the adjustment to each financial statement line item affected for each period presented 
Amount of the adjustment relating to periods before those presented 


38 
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1.28 Changes in Accounting Policies, Changes in Accounting Estimates and Errors (continued) 

If retrospective application is impracticable, the circumstances that led to that condition and a description of how and 
from when the change in accounting policy has been applied. 


When a Standard of GRAP has been issued but is not yet effective, the entity will disclose this fact as well as a reasonable 
estimate of the possible impact it will have on future periods. 


Changes in Accounting Estimates 


As a result of the uncertainties inherent in delivering service and conducting other business activities, many items in financial 
statements cannot be measured with precision but require estimation. An estimate may need revision if changes occur in the 
circumstances on which the estimate was based, or as a result of new information or more experienoe. 


A change in an accounting estimate is reoognized prospectively by including the effects in surplus or deficit in the period that is 
effected (current and/or future) except if the change in estimate gives rise to changes in assets, liabilities or net assets. In this 
case, it is recognized by adjusting the carrying amount of the related asset, liability or net asset in the period of the change. 


An entity is required to disclose the nature and amount of a change in an accounting estimate that has an effect in the current 
period or is expected to have an effect in the future periods, except for the disclosure of the effect on future periods when it is 
impracticable to estimate that effect. 


Errors 


Errors may arise from mistakes and oversights or misinterpretation of available information. Material prior-period errors are 
adjusted retrospectively (that is, by restating comparative figures), unless this is impraoticable. 


The nature of the prior period error and the amount of the correction on each of the financial statement line items affected are 
required to be disclosed. 


128 I P a g e 



Mookgophong Local Municipality 


Financial Statements for the year ended 30 June 2015 


Notes to the Financial Statements 


Figures in Rand 


2015 


2014 
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2. New standards and interpretations 

2.1 Standards and interpretations effective and adopted in the current year 

There are no standards and interpretations that are effective for the current financial year and that are relevant to the 

municipality and its operations. 

2.2 Standards and Interpretations early adopted 

The municipality has chosen to early adopt the following standards and interpretations: 

Standard/ Interpretation: Effective date: Expected impact: 

Years beginning on or 
after 

GRAP 20: Related parties 01 April 201 6 The adoption of this 

amendment has not had a 

material impact on the 

results of the company but 

has resulted in more 

disclosure than would have 
previously been provided 
in the financial statements 


2.3 Standards and interpretations issued, but not yet effective 


The municipality has not applied the following standards and interpretations, which have been published and are mandatory 
for the municipality’s accounting periods beginning on or after 01 July 2015 or later periods: 
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DIRECTIVE 11 : Changes in measurement bases following the initial adoption of Standards of GRAP 


The objective of this Directive is to permit an entity to change its measurement bases foilowing the initial adoption of 
Standards of GRAP. The change is based on the principles in the Standard of GRAP on Accounting Policies, Changes in 
Accounting Estimates and Errors. This Directive should therefore be read in conjunction with the Standard of GRAP on 
Accounting Policies, Changes in Accounting Estimates and Errors. 


In applying paragraph 13(b) of the Standard of GRAP on Accounting Policies, Changes in Accounting Estimates and Errors, 
this Directive allows an entity, that has initially adopted the fair value model for investment property or the revaluation model 
for property, plant and equipment, intangible assets or heritage assets, to change its accounting policy on a once-off basis to 
the cost model when the entity elects to change its accounting policy following the initial adoption of these Standards of 
GRAP. The once-off change will be allowed when the entity made an inappropriate accounting policy choice on the initial 
adoption of the Standards of GRAP. 


Subsequent to the application of this Directive, an entity will be allowed to change its accounting policy in future periods 
subject to it meeting the requirements in the Standard of GRAP on Accounting Policies, Changes in Accounting Estimates 
and Errors. 


The effective date of the standard is for years beginning on or after 01 April 201 6. 


The municipality expects to adopt the standard for the first time in the 201 7 financial statements. 


It is unlikely that the standard will have a material impact on the municipality's financial statements. 
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Figures in Rand 


2015 2014 


3. Investment property 



2015 



2014 


Cost / 

Accumulated 

Carrying value 

Cost / 

Accumulated 

Carrying value 

Valuation 

depreciation 


Valuation 

depreciation 



and 



and 



accumulated 



accumulated 



impairment 



impairment 


Investment property 1 7 027 464 


1 7 027 464 

17 012 753 


17 012 753 

Reconciliation of investment property - 2015 


Opening 

Write -off 

Fair value 

Total 



balance 


adjustments 


Investment property 


17 012 753 

(1 474 906) 

1 489 617 

1 7 027 464 

Reconciliation of investment property - 2014 



Opening 

Transfers 

Total 




balance 

received 


Investment property 



15 501 540 

1 511 213 

17 012 753 


A register containing the information required by section 63 of the Municipal Finance Management Act is available for inspection 
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at the registered office of the municipaiity. 


Restrictions on the reliabiiity of investment property or the remittance of revenue and proceeds of disposai are as foliows: 


Contractuai obiigations to purchase, construct or deveiop investment property or for repairs, maintenance or enhancements is 
as foliows: 


In the exceptional cases when the municipality have to measure investment property using the cost model in the Standard of 
GRAP on Property, Plant and Equipment when the municipality subsequently uses the fair value measurement, disclose the 
following: 


a description of the investment property, 

an explanation of why fair value cannot be determined reliably, 

if possible, the range of estimates within which fair value is highly likely to lie, and 
on disposal of investment property not carried at fair value: 

the fact that the entity has disposed of investment property not carried at fair value, 
the carrying amount of that investment property at the time of sale, and 
the amount of gain or loss recognized. 


4. Property, plant and equipment 


2015 2014 


Cost / 

Accumulated Carrying value 

Cost / 

Accumulated Carrying value 

Valuation 

depreciation 

Valuation 

depreciation 


and 


and 


accumulated 


accumulated 


impairment 


impairment 


Land 

53 941 506 

(17 102 063) 

36 839 443 

56 640 378 

(16 463 177) 

40 177 201 

Infrastructure 

260 494 989 

(120 090 721) 

140 404 268 

246 067 960 

(1 1 1 459 627) 

134 608 333 

Community 

7 137 846 

(303 251) 

6 834 595 

6 144 203 

(1 366 408) 

4 777 795 

Work in Progress 

38 725 247 

- 

38 725 247 

18 248 716 

- 

18 248 716 

Other property, plant and 

1 5 773 575 

(8 284 358) 

7 489 217 

22 743 909 

(19 216 557) 

3 527 352 


equipment 


133 I Page 


m 


Total 


376 073 163 (145 780 393) 230 292 770 349 845 166 (148 505 769) 201 339 397 
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Figures in Rand 


4. Property, plant and equipment (continued) 
Reconciliation of property, plant and equipment - 2015 



Opening 

Additions 

Correction of Gain/(losses) 

Transfers 

Write off 

WIP release 

Depreciation 

Impairment 

Total 


balance 


error on Disposals 





reversal 


Land 

40 177 201 

- 

(1 697 577) 

493 601 

(335 783) 

- 

(2 028 067) 

230 068 

36 839 443 

Infrastructure 

134 608 333 

9 1 67 359 

(937 693) 

(287 461) 

1 62 675 

6 517 168 

(8 826 113) 

- 

140 404 268 

Community 

4 777 795 

- 

749 076 

(1 511 214) 

- 

3 040 468 

(221 530) 

- 

6 834 595 

Work in Progress 

18 248 716 

30 034 167 

- 

- 

- 

(9 557 636) 

- 

- 

38 725 247 

Other property, plant and 

3 527 351 

7 866 227 

51 959 62 795 

- 

- 

- 

(4019 115) 

- 

7 489 217 

equipment 











201 339 396 

47 067 753 

(1 834 235) 62 795 

(1 305 074) 

(173 108) 

- 

(15 094 825) 

230 068 

230 292 770 
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Reconciliation of property, piant and equipment - 2014 




Opening 

Additions 

Write- 

Disposals 

Classified Transfers 

Impairment Correction of 

WIP 

Depreciation Impairment 

Write- 

Total 


balance 


off: Cost 


as held-for- 

sale 

reversal 

error 

release 

loss 

off: Deprecia 

tion 


Land 

52 895 654 

464 669 

- 

- 

(493 601 )(1 511 213) 

- 

230 068 

- 

(2 326 419) (9 081 957) 

- 

40 177 201 

Infrastructure 

132 854 570 

647 525 

- 

(13 440) 

- 

(917 664) 

(21 146) 12 948 538 (10 891 145) 

1 095 

134 608 333 

Community 

5 478 964 

- 

(500) 

- 

- 

- 

- 

- 

(700 767) 

98 

4 777 795 

Work in Progress 

22 828 394 

9 027 807 

- 

- 

- 13 607 485) 

- 

- 

- 

- 

- 

18 248 716 

Other property, plant and 

equipment 

3 362 981 

2 439 928 

34 721 

(337 253) 



17 630 


(1 857 566) (133 090) 


3 527 351 


217 420 563 12 579 929 

34 221 

(350 693) 

(493 601) 15 118 698) 

(917 664) 

226 552 12 948 538 

(15 775 897) (9 215 047) 

1 193 

201 339 396 


The municipality has donated R293-(RDP Housing) land to the Limpopo Department of Local Government and Housing in 1998 (now called Co-operative Governance and Traditional Affairs) 
to be allocated to previously disadvantaged communities that did not own land prior to 1994. The allocated properties were not transferred yet into the beneficiaries names and are therefore 
still registered in the name of the Municipality. This land is however not reflected on the Municipality's asset register as it was rightfully allocated to third parties not under the control of the 
Municipality and hence the proper value of the assets could not be ascertained. 


Pledged as security 

No property, plant and equipment was pledged as security: 
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Figures in Rand 


2015 2014 


4. Property, plant and equipment (continued) 

A register containing the information required by seotion 63 of the Municipal Finance Management Act is available for inspection 
at the registered office of the municipality. 

Changes in Accounting Estimates 


The Municipality reviews the remaining useful life of every movable asset on an annual basis year. All categories remaining 
useful life was reviewed and the effect is shown in the table below: 


Asset Type 

Depreciation 

Depreciation 


2014 

2015 

Emergency Equipment 

1 253 

2 506 

Furniture and Fittings 

82 966 

106 164 

Office Equipment 

80 806 

141 040 

Plant and Equipment 

68 820 

1 04 266 

Vehicle 

379 828 

527 435 


613 673 881 411 
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5. Intangible assets 



2015 


2014 

Cost / 

Accumulated Carrying value 

Cost / 

Accumulated Carrying value 

Valuation 

amortization 

Valuation 

amortization 


and 


and 


accumulated 


accumulated 


impairment 


impairment 


Computer software 

924 522 

(874 033) 

50 489 924 522 

(823 564) 

100 958 

Reconciliation of intangible assets 

-2015 








Opening 

Amortization 

Total 


balance 

Computer software 1 00 958 (50 469) 50 489 


Reconciliation of intangible assets - 2014 

Opening Total 

balance 

Computer software 1 00 958 1 00 958 


Other information 


Intangible assets with indefinite lives consists of computer software licenses and the right to use computerized programmes. 
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6. Heritage assets 




2015 



2014 



Cost / 

Valuation 

Accumulated 

impairment 

losses 

Carrying value 

Cost / 

Valuation 

Accumulated 

impairment 

losses 

Carrying value 

Art Collections, antiquities and 

exhibits 

180 521 


180 521 

60 821 


60 821 


Reconciliation of heritage assets 2015 
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Figures in Rand 


2015 2014 


6. Heritage assets (continued) 


Art Collections, antiquities and exhibits 


Opening Correction of Total 
balance error 

60 821 119 700 180 521 


7. Employee benefit obligations 


Defined benefit plan 


Post retirement healthcare plan 

The municipality offers employees and continued members the opportunity of belonging to one of several medical aid schemes, 
most of which offer a range of options pertaining to levels of cover. In-service members who joined the municipality on or before 
1 December 2005 will receive a post-employment subsidy of 60% of the contribution payable, except for four of the older 
continuation members who are receiving a 70% subsidy. Widow(err)s and orphans of eligible in-service members are entitled to 
receive the same subsidy(60%) on and after the death of an in-service employee. Upon a members death in-service or death-in- 
retirement, the surviving dependents will continue to receive the same subsidy of between 60% and 70%. 


Arch Actuarial Consulting CC was appointed by the municipality to determine the actuarial valuations towards the post 
employment healthcare benefits. The municipality contributes towards the following defined benefit plans: 

Key Health 

Bonita’s 

LA Health 

SAMWUmed 

In estimating the liability for post-employment healthcare benefits, a number of assumptions are required. GRAP 25 statement 
places the responsibility on management to set these assumptions as guided by the principles set out in the statement and in 
discussion with the actuary. 


140 I P a g e 


It should be noted that the valuation method and assumptions do not affect the uitimate cost of the post empioyment heaithcare 
arrangement-this is determined by actuai experience and by the benefits provided. The method and assumptions infiuence how 
the past service iiabiiity and future-service cost are recognized over time. 


The amounts recognized in the statement of financial position are as follows: 
Carrying value 


Present value of the defined benefit ebligation-wholly unfunded 

(17 380 087) 

(13 365 118) 

Actuarial gains/(losses) 

440 027 

(3 222 581) 

Contributions/Employee Benefit payments 

647 016 

502 944 

Current service cost 

(275 125) 

(197 396) 

Interest cost 

(1 516 490) 

(1 097 936) 



(18 084 659) 

(17 380 087) 

Net expense recognized in the statement of financial performance 



Current service cost 

275 125 

197 396 

Interest cost 

1 516 490 

1 097 936 

Actuarial (gains) losses 

(440 027) 

3 222 581 

Contributions/Employer benefit payments 

(647 016) 

(502 944) 


704 572 

4 014 969 
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Figures in Rand 


2015 2014 


y.Employee benefit obligations (continued) 
Key assumptions used 

Assumptions used at the reporting date: 


Discount rates used 

8,85 % 

8,89 % 

Flealthcare cost inflation 

7,94 % 

8,10% 

Net effective discount rate 

0,84 % 

0,73 % 


The demographic key assumptions used at the reporting date is as follows: 
-Average retirement rate: 63 (2014:63) 

-Continuation of membership after retirement: 98% (2014:98%) 

-Proportion assumed married at retirement : 90% (2014: 90%) - 
Mortality during employment: 85-90 (2014:SA 85-90) -Mortality 
post-retirement: PA (90) - (2014:(90)-1) 
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Other assumptions 

Assumed healthcare cost trends rates have a significant effect on the amounts recognized in surplus or deficit. A one 
percentage point change in assumed healthcare cost trends rates would have the following effects: 


Effect on the aggregate of the service cost and interest cost 

2015 2014 

R R 

Present value defined benefit obligation 1 8 084 659 1 7 380 087 

Defined contribution pian 

The municipality contributes to the following defined contribution pension plans: 

SAMWU Provident Fund 

National Fund for Municipal Workers 

Municipal Gratuity Fund 

Municipal Employee Fund 

Joint Municipal Pension Fund 

Municipal Councilors Pension Fund 

Government Employee Pension Fund 

SALA Pension Fund 

National Fund for Municipal Workers-2% Fund 
Imatu Pension Fund 

Other defined contribution plan 
S.Inventories 

Consumable stores 
Water 


2013 

R 


One One 

percentage percentage 
point increase point 

decrease 

2 085 500 1 542 400 

2012 2011 

R R 


13 365 118 


9 449 637 


91 1 466 
27 083 


8 238 080 


1 202 298 
22 147 


938 549 


1 224 445 
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Figures in Rand 


2015 2014 


9. Construction contracts and receivables 

Contracts in progress at statement of financial position date 

Construction contracts and receivables - 934 318 


10. Receivables from non-exchange transactions 

Rates debtors 

45 674 455 

38 026 467 

Other debtors 

1 494 499 

281 587 

Other deposits 

148 616 

148 324 

Other receivables from non-exchange revenue 

26 402 

121 060 

Traffic fines 

200 767 

94 391 

11. VAT receivable 

47 544 739 

38 671 829 

VAT receivable was calculated as follows: 

VAT Receivable 

5 215 696 

- 

VAT Payable 

(2 615 983) 

- 

Difference due to accrual vs cash basis 

(1 213 748) 

- 


1 385 965 

- 


12. Consumer debtors 
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Gross balances 



Electricity 

14 748 792 

15911 192 

Water 

7 075 194 

5 753 521 

Sewerage 

6 767 725 

5 049 776 

Refuse 

5 665 802 

3 598 798 

Other (specify) 

2 140 740 

2 306 266 



36 398 253 

32 619 553 

Less: Allowance for impairment 



Electricity 

(1 1 646 606) 

(7 012 950) 

Water 

(5 819 505) 

(2 598 952) 

Sewerage 

(6 086 169) 

(1 887 554) 

Refuse 

(5 135 184) 

(1 627 222) 

Other (specify) 

(1 264 554) 

(879 911) 


(29 952 018) 

(14 006 589) 

Net balance 



Electricity 

3 102 186 

8 898 242 

Water 

1 255 689 

3 1 54 569 

Sewerage 

681 556 

3 1 62 222 

Refuse 

530 618 

1 971 576 

Other (specify) 

876 187 

1 426 355 


6 446 236 

18 612 964 


145 I P a g e 


Mookgophong Local Municipality 


Financial Statements for the year ended 30 June 2015 


Notes to the Financial Statements 


Figures in Rand 2015 2014 


12. Consumer debtors (continued) 
Electricity 


Current (0 -30 days) 

253 161 

1 894 604 

31 - 60 days 

664 428 

1 071 064 

61 - 120 days 

317 242 

1 1 23 453 

120 - 365 including> 365 days 

1 1 1 74 520 

1 1 324 351 

Payments received in advance 

2 339 441 

497 721 

Less Impairment 

(1 1 646 606) 

(7 012 951) 



3102 186 

8 898 242 

Water 



Current (0 -30 days) 

- 

374 832 

31-60 days 

- 

335 399 

61 - 120 days 

251 209 

466 910 

120 - 365 including > 365 days days 

5 949 420 

4 263 319 

Payments received in advance 

874 565 

313 061 

Less Impairment 

(5 819 505) 

(2 598 952) 


1 255 689 

3 154 569 

Sewerage 



Current (0 -30 days) 

190 096 

207 138 

31-60 days 

283 752 

237 685 
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61 - 120 days 

516 249 

402 973 

120 - 365 including > 365 days 

5 494 659 

3 146 484 

Payment received in advance 

282 969 

1 055 497 

Less impairment 

(6 086 169) 

(1 887 555) 


681 556 

3 162 222 

Refuse 



Current (0 -30 days) 

289 241 

207 857 

31-60 days 

272 735 

1 78 373 

61 - 120 days 

463 973 

347 287 

120 - 365 including >365 days 

463 973 

2 736 941 

Payment received in advance 

4 175 880 

1 28 340 

Less impairment 

(5 135 184) 

(1 627 222) 


530 618 

1 971 576 

Other (specify) 



Current (0 -30 days) 

- 

119 350 

31-60 days 

- 

33 659 

61 - 120 days 

- 

43 234 

120 -365 including>365 days 

1 347 372 

1 849 341 

Payments received in advance 

793 367 

260 682 

Less impairment 

(1 264 552) 

(879 911) 


876 187 

1 426 355 


147 I P a g e 




Mookgophong Local Municipality 

Financial Statements for the year ended 30 June 2015 

Notes to the Financial Statements 


Figures in Rand 

2015 

2014 

12. Consumer debtors (continued) 

Summary of debtors by customer classification 

Household Consumers 

Current (0 -30 days) 

5 599 655 

6 222 189 

31-60 days 

1 701 484 

1 997 330 

61 - 90 days 

1 309 113 

1 481 629 

91 - 120 days 

34 1 29 845 

27 582 923 


42 740 097 

37 284 071 

Less: Allowance for impairment 

(17 805 093) 

(7 313 341) 


24 935 004 

29 970 730 

Industrial/ commercial 

Current (0 -30 days) 

6 364 261 

3 524 810 

31 - 60 days 

859 983 

1 336 749 

61 - 90 days 

698 460 

999 140 

91 - 120 days 

1 600 677 

1 824 010 

121 -365 days 

19 634 607 

18 534 011 


29 1 57 988 

26 218 720 

Less: Allowance for impairment 

(12 146 924) 

(6 693 248) 
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17 011 064 19 525 472 


National and provincial government 



Current (0 -30 days) 

308 395 

668 715 

31 - 60 days 

301 479 

317 639 

61 - 90 days 

282 127 

486 357 

91 - 120 days 

6 984 225 

250 182 

121 -365 days 

- 

5 726 900 


7 876 226 

7 449 793 

Total 



Current (0 -30 days) 

12 272 311 

10415714 

31 - 60 days 

2 862 947 

3 651 718 

61 - 90 days 

2 289 700 

2 967 126 

91 - 120 days 

62 349 384 

1 512 875 

121 -365 days 

- 

14 072 120 


79 774 342 

32 619 553 

Less: Allowance for impairment 

(73 328 1 06) 

(14 006 589) 


6 446 236 

18 612 964 

Less: Allowance for impairment 



> 365 days 

(29 952 017) 

(14 006 589) 

Reconciliation of allowance for impairment 



Balance at beginning of the year 

(14 006 589) 

(13 938 857) 

Contributions to allowance 

(15 945 428) 

(67 732) 


(29 952 017) (14 006 589) 
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Consumer debtors pledged as security 


None of the Consumer debtors were pledged as security for overdraft facilities. 
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Mookgophong Local Municipality 

Financial Statements for the year ended 30 June 2015 

Notes to the Financial Statements 


Figures in Rand 


2015 2014 


13. Cash and cash equivalents 


Cash and cash equivalents consist of: 


Cash on hand 

6310 

6310 

Bank balances 

755 380 

119 618 

Call deposits 

61 960 

889 434 


823 650 1 015 362 


The municipality had the following bank accounts 

Account number / description Bank statement balances Cash book balances 


30 June 2015 30 June 2014 

ABSA BANK - Current Account - 
108-057-0097 

STANDARD BANK -Call 41 779 849 453 

Deposit- 348-714-238-003 
ABSA BANK -Call Account - 
407-807-8429 

ABSA BANK - Call Account - 20 1 81 39 981 

928-651-1602 

STANDARD BANK - Current 804 411 119 618 

Account - 031-702-32500 


30 June 2013 30 June 2015 30 June 2014 30 June 2013 
122 082 - - (6 331 879) 

137 597 41 779 849 453 137 597 

196015 - - 196015 

20 181 39 982 

755 380 119 618 
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Total 

866 371 

1 009 052 

455 694 

817 340 

1 009 053 

(5 998 267) 

14. Finance lease obligation 

Minimum lease payments due 

- within one year 

- in second to fifth year inclusive 





3 730 249 

5 254 285 

712 938 

780 561 



8 984 534 

1 493 499 

less: future finance charges 

(1 218 986) 

(233 555) 

Present value of minimum lease payments 

Present value of minimum lease payments due 

7 765 548 

1 259 944 

- within one year 

2 997 531 

710 800 

- in second to fifth year inclusive 

4 768 017 

549 144 


7 765 548 

1 259 944 

Non-current liabilities 

4 768 017 

710 800 

Current liabilities 

2 997 531 

549 144 


7 765 548 

1 259 944 


It is the municipality's policy to lease certain property, plant and equipment under finance leases. 


The municipality entered into a finance lease agreement with Call save- (Internet). The lease agreement was entered into on 1 
September 2013. The monthly lease payment amounts to R 38 366.54. The lease term is 3 years. The effective interest rate 
was 1 7.65 %. 

The municipality entered into a lease agreement with Panasonic (Photocopying Machines). The lease agreement was entered 
into on 1 September 2013. The monthly lease payments amounts to R 21 044.98. The lease term is for 3 years at an effective 
interest rate of 13.3%. 

The municipality entered into a lease agreement with Boca-Neo lnvestments( Vehicles). The lease agreement was entered into 
1 1 February 2015. The lease term is for 3 years at an effective interest rate of 1 1 .75%. 
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Figures in Rand 2015 2014 


15. Unspent conditional grants and receipts 
Unspent conditional grants and receipts comprises of: 
Unspent conditional grants and receipts 


Municipal Infrastructure Grant 

7 203 583 

3 872 657 

Flousing Grant 

2 901 261 

2 901 261 

Grant from Waterberg District Municipality 

61 112 

61 112 

Lotto Grant 

137 300 

137 300 


10 303 256 

6 972 330 

Movement during the year 



Balance at the beginning of the year 

6 972 330 

9 600 692 

Additions during the year 

46 634 000 

15 173 000 

Income recognition during the year 

(43 303 073) 

(17 801 362) 


10 303 257 

6 972 330 


See note 25 for reconciliation of grants from National/Provincial Government. 

These amounts are not invested in a ring-fenced investment until utilized. 

16. Provision - Landfill Site Rehabilitation 
Reconciliation of provision - landfill site rehabilitation - 2015 

Opening Additions Total 
Balance 

Environmental rehabilitation 1 799 420 366 350 2 165 770 
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Reconciliation of provision - iandfili site rehabiiitation - 2014 


Environmental rehabilitation 


Opening 
Balance 
1 697 566 


Additions 


101 854 


Total 


1 799 420 


Environmental rehabilitation provision 


The provision for rehabilitation of landfill sites relates to the legal obligation to rehabilitate landfill sites used for waste disposal. 
The calculation is based on the present value of the future obligation, discounted at 6% over an average period of 87 years. 


17. Provision - Staff Leave 


Opening Balance 

4 409 121 

3 513 876 

Additions 

1 543 797 

1 617 567 

Expenditure during the year 

(445 851) 

(722 322) 


5 507 067 

4 409121 

18. Provision - Long Service Awards 



Opening Balance 

2 043 652 

1 922 156 

Actuarial Loss/ (Gain) 

543 138 

435 251 

Expected Benefit Savings 

(176 767) 

(313 755) 

Interest and Current service cost 

396 683 

- 


2 806 706 

2 043 652 
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Financial Statements for the year ended 30 June 201 5 

Notes to the Financial Statements 


Figures in Rand 

2015 

2014 

19. Payables from exchange transactions 

Trade payables 

61 471 397 

39 847 413 

Debtors with credit balances 

10 879 970 

5 840 141 

Retentions 

3 762 881 

2 1 83 852 

Sundry Payables 

3 140 416 

3 250 238 

Aocrued 13th cheque 

967 277 

731 593 


80 221 941 51 853 237 


20. VAT payable 

Tax refunds payables - 1 894 735 


The municipality is registered on the receipt basis for VAT purposes. Payment to SARS is made only once payment is received 
from debtors and claimable when payments were effected to suppliers. 

VAT returns have been submitted by the due date throughout the financial year. 

21. Consumer deposits 

Electricity and Water 3 563 339 3 521 1 52 


Consumer deposits are raised when a service account is opened and are refunded to the oonsumer after the acoount is closed. 
No interest is paid for deposits held on behalf of consumers. 

There are no guarantees held in lieu of electricity and water deposits. 
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22. Revenue 


Service charges 

44 794 887 

46 383 846 

Rental of facilities and equipment 

319 404 

260 538 

Interest received (trading) 

6 087 698 

5 849 367 

Agency services 

1 034 361 

1 299 866 

Licenses and permits 

2 587 329 

2 917 792 

Fines 

45 356 

28 038 

Other income 

668 383 

745 174 

Cemetery fees 

64 988 

545 458 

Interest received - investment 

129 339 

97 217 

Property rates 

24 422 377 

21 969 941 

Government grants & subsidies 

73 293 416 

43 615 362 

Fines, Penalties and Forfeits 

928 250 

283 828 

Other transfer revenue 1 

7 350 259 

_ 


The amount included in revenue arising from exchanges of goods or services 

are as follows: 

161 726 047 

123 996 427 

Service charges 

44 794 887 

46 383 846 

Rental of facilities and equipment 

319 404 

260 538 

Interest received (trading) 

6 087 698 

5 849 367 

Agency services 

1 034 361 

1 299 866 

Licenses and permits 

2 587 329 

2 917 792 

Fees earned 

45 356 

28 038 

Other income 

668 383 

745 174 

Cemetery fees 

64 988 

545 458 

Interest received - investment 

129 339 

97 217 


55 731 745 

58127 296 
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Notes to the Financial Statements 


Figures in Rand 


2015 2014 


22. Revenue (continued) 

The amount included in revenue arising from non-exchange transactions is as 
follows: 

Taxation revenue 


Property rates 

24 422 377 

21 969 941 

Transfer revenue 



Government grants & subsidies 

73 293 416 

43 615 362 

Fines, Penalties and Forfeits 

928 250 

283 828 

Other transfer revenue 1 

7 350 259 

_ 



105 994 302 

65 869131 

23. Property rates 



Rates received 



Rates 

26 267 963 

11 317 827 

Less: Income forgone 

(1 845 586) 

10 652 114 


24 422 377 

21 969 941 

Valuations 



Residential 

(1 993 917 641 )(1 913 249 410) 

Commercial 

(283 948 448) 

(388 270 477) 

Agriculture 

(4 267 633 160)(3 978 206 706) 

Municipal and other 

(210 606 200) 

(74 1 53 300) 
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State 


(73 175 100) (80 880 200) 


(6 829 280 549)(6 434 760 093) 


Valuations on land and buildings are performed every four years. The last valuation came into effect on 1 July 2013. Interim 
valuations are processed on a monthly basis to take into account changes in individual property values due to alterations and 
subdivisions. The valuation roll was certified on 28 February 2013 by the Municipal Manager. 


24. Service charges 


Sale of electricity 

30 902 005 

32 830 206 

Sale of water 

4 240 385 

5 167 001 

Sewerage and sanitation charges 

4 681 588 

4 086 225 

Refuse removal 

4 970 910 

4 300 414 


44 794 888 

46 383 846 
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Figures in Rand 

2015 

2014 

25. Government grants and subsidies 



Operating grants 



Equitable share 

33 863 000 

29 014 000 

Expanded Public Works Program 

1 134 000 

1 000 000 

Financial Management Grant 

1 800 000 

1 650 000 

Municipal Systems Improvement Grant 

934 000 

890 000 


37 731 000 

32 554 000 

Capital grants 



Municipal Infrastructure Grant 

35 562 417 

1 1 061 362 


35 562 417 

1 1 061 362 

73 293 417 

43 615 362 


Equitable Share 


In terms of the Constitution, this grant is used to subsidize the provision of basic services to indigent community members and 
for the running of operations within the municipality. 
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Municipal Infrastructure Grant 


Baiance unspent at beginning of year 

3 872 657 

6 501 019 

Current-year receipts 

42 766 000 

1 1 633 000 

Conditions met - transferred to revenue 

(35 562 417) 

(11 061 362) 

Refunded 

(3 872 657) 

(3 200 000) 


7 203 583 

3 872 657 

Conditions stiii to be met - remain iiabiiities (see note 15). 



The intention of the grant is to provide funding for infrastructure capitai projects. The unspent amount is committed to capitai 
projects stiii under construction. 

Municipal Systems Improvement Grant 



Current-year receipts 

934 000 

890 000 

Conditions met - transferred to revenue 

(934 000) 

(890 000) 




Conditicns stiii to be met - remain iiabiiities (see note 15). 



The grant is meant to assist the municipaiity in the improvement ef system reiated transactions. 



Financial Management Grant 



Current-year receipts 

1 800 000 

1 650 000 

Conditions met - transferred to revenue 

(1 800 000) 

(1 650 000) 





Conditions stiii to be met - remain iiabiiities (see note 15). 


The grant is mainiy used for promoting and supporting reforms in financiai management by buiiding capacity in the municipaiity 
to impiement Municipai Finance Management Act and progressive financiai reporting. 
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Housing Grant 



Balance unspent at beginning of year 


2 901 261 2 901 261 
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Figures in Rand 

2015 

2014 

25. Government grants and subsidies (continued) 

Conditions still to be met - remain liabilities (see note 15). 

Waterberg District Council Grant-in-aid (Welgevonden Pipeline) 

Balance unspent at beginning of year 

61 112 

61 112 

Conditions still to be met - remain liabilities (see note 15). 

Lotto Grant 

Balance unspent at beginning of year 

137 300 

137 300 

Conditions still to be met - remain liabilities (see note 15). 

Expanded Public Works Program Grant 

Current-year receipts 

1 134 000 

1 000 000 

Conditions met - transferred to revenue 

(1 134 000) 

(1 000 000) 


Conditions still to be met - remain liabilities (see note 15). 

26. General expenses 

Advertising 

204 634 

1 93 968 

Auditors remuneration 

2 624 764 

1 975 124 

Bank charges 

105 208 

1 93 463 

Entertainment 

- 

8 651 

Finance Management 

1 800 000 

1 1 08 793 

Free Basic Services 

3 512 364 

1 083 868 
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Municipal Systems Improvement 

934 000 

51 7 544 

Insurance 

355 368 

365 746 

Conferences and seminars 

268 479 

245 114 

Postage and courier 

135 178 

1 87 660 

Printing and stationery 

843 412 

594 625 

Subscriptions and membership fees 

540 032 

341 330 

Telephone and fax 

554 226 

80 000 

Training 

273 183 

330 533 

Travel - local 

1 177 493 

1 036 033 

Mayoral Community Work Programmes 

1 251 760 

394 071 

IDP Review 

446 365 

1 90 034 

Vehicle Cost 

4 726 191 

3 819 099 

Expanded Public Works Program 

1 134 000 

1 329 745 

Chemicals 

462 434 

225 756 

Other expenses 

2 786 061 

4 001 070 


24 135152 18 222 227 
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Figures in Rand 

27. Employee related costs 

Basic 

Bonus 

Medical aid - company contributions UIF 
SDL 

Other payroll levies 

Leave pay provision charge Allowance-Night Shift Allowance- Protective Clothing 
Allowance-Standby 

Defined contribution plans 

Travel, motor oar, aocommodation, subsistence and other allowances Overtime payments 

Long-service awards Acting allowances 

Flousing benefits and allowances Other allowances 
Group Insurance 

Allowance-Tools Allowance-Telephone 


Remuneration of Municipal Manager 

Annual Remuneration 

Contributions to UIF, Medical and Pension Funds 
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imi 


Remuneration of Chief Financial Officer 

Annual Remuneration 
Allowances 

Contributions to UIF, Medical and Pension Funds 
Leave Payout 


Remuneration of other directors 

Annual Remuneration 
Car Allowance 

Contributions to UIF, Medical and Pension Funds 


28. Remuneration of councilors 

Mayor 
Councilors 
Chief Whip 

Chairperson Sec 79 Committee 
Overpayment transferred to receivables 
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2015 2014 


27 583 546 = 

24 703 285 

1 835 369 

1 829 307 

2 561 068 

3 609 562 

302 580 

279 996 

392 116 

359 609 

17 934 

15 251 

1 779 480 

- 

124 836 

1 09 382 

401 395 

45 214 

1 486 818 

841 819 

6 706 071 

9 389 773 

3 164 519 

2 791 911 

2 569 232 

3 771 880 

837 208 

127 196 

1 805 640 

424 604 

56 121 

40 168 

30 600 

24 000 

247 941 

184 556 

8 909 

8 472 

643 516 

544 315 

52 554 899 

49 100 300 


687 309 

665 213 

9 293 

10 233 

79 338 

224 554 


775 940 900 000 
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708 227 

663 422 

239 122 

223 167 

10 780 

10 867 


65 053 

958129 

962 509 


793 921 

497 070 

264 468 

167 667 

169 487 

1 55 263 

1 227 876 

820 000 


697 231 

659 151 

678 891 

682 447 

529 040 

500 480 

1 417410 

1 368 41 1 


(35 286) 

3 322 572 

3 175 203 
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Figures in Rand 


2015 


2014 


28. Remuneration of councilors (continued) 

In-kind benefits 

The Mayor and Chief Whip are fuil-time. Each is provided with an office and secretariai support at the cost of the Councii. 
The Mayor is entitied to make use of a Councii owned vehicles for official duties. 

The Mayor has a full time driver. 

29. Debt impairment 


Debt impairment 

15 945 428 

67 732 

30. Investment revenue 

Interest revenue 

Investments Accounts 

129 339 

97 217 

31 . Fair value adjustments 

Investment property (Fair value model) 

2 238 693 

4 281 230 

32. Depreciation and amortization 

Property, plant and equipment 

15 120 616 

25 959 073 

33. Finance costs 

Trade and other payables 

5 691 329 

3 315 945 

34. Rental of facilities and equipment 

Premises 

Banquet Flail 

8 496 

19 379 
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Buildings 

243 188 

1 84 950 

Hostels 

48 220 

31 974 


299 904 

236 303 

Facilities and equipment 



Land 

19 500 

22 729 

Service Lanes 

- 

1 506 


19 500 

24 235 


319 404 

260 538 

35. Contracted services 



Information Technology Services 

1 104 495 

529 523 

Operating Leases 

51 1 276 

720 101 

Specialist Services 

6 640 518 

4 902 256 

Other Contractors 

314 804 

1 70 030 


8 571 093 

6 321 910 
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Figures in Rand 

2015 

2014 

36. Bulk purchases 



Electricity 

36 996 862 

35 095 115 

37. Cash generated from operations 



Deficit 

(14 060 673) 

(15 407 322) 

Adjustments for: 



Depreciation and amortization 

15 120 616 

25 959 073 

Gain on sale of assets and liabilities 

1 872 680 

- 

Fair value adjustments 

(2 238 693) 

(4 281 230) 

Impairment deficit 

3 850 656 

- 

Debt impairment 

15 945 428 

67 732 

Movements in retirement benefit assets and liabilities 

704 572 

2 092 813 

Movements in provisions 

354 671 

(2 217 063) 

Transfer to accumulated surplus 

- 

8 002 056 

Actuarial Gain / (Loss) 

- 

(1 647 773) 

Changes in working capital: 



Inventories 

285 895 

(209 543) 

Receivables from exohange transactions 

(3 778 700) 

(934 318) 

Consumer debtors 

- 

(6 218 719) 

Other receivables from non-exchange transactions 

(8 872 909) 

(12 906 329) 

Construction oontracts and receivables 

934 318 

- 

Movement in Investment 

2 104 282 

- 

Payables from exohange transactions 

28 368 704 

30 678 659 

VAT 

(3 280 701) 

(1 355 992) 

Unspent conditional grants and receipts 

3 330 927 

(2 628 363) 
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Consumer deposits 


42 187 


131 961 



40 683 260 19125 642 
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2014 

38. Commitments 

Authorized capital expenditure 

Already contracted for but not provided for 

Infrastructure 

19 840 478 

5 209 381 

Total capital commitments 

Already contracted for but not provided for 

19 840 478 

5 209 381 

Authorized operational expenditure 

Already contracted for but not provided for 

Project Management 

730 728 


Shortterm insurance 

343 800 

- 

Contracted Services 

9 598 708 

- 

Security Services 

4 274 981 

6 442 390 

Vehicle Maintenance 

5 723 110 

- 


20 671 327 

6 442 390 

Total operational commitments 

Already contracted for but not provided for 

20 671 327 

6 442 390 


Total commitments 
Total commitments 

Authorized capital expenditure 19 840 478 5 209 381 


172 I Page 


Authorized operational expenditure 


20 671 327 


6 442 390 


40 511 805 11 651 771 


As at 30 June 2015, the following commitments existed: 


Triotic Protection Services 

Lateral Unison Insurance Brokers 

KTS General Traders 

Lutavha Trading JV Tshumisano Trading 

Omphile Electrical 


- Security services contract for a period of 3 years. 

- Provision of short term insurance for a period of 3 years. 

- Sewer outfall, reticulation and yard connection per duration of project. 

- Maintenance part of Vehicle lease for 36 months. 

- Installation of high mast lights as per duration of project. 

- Assistance with financial year end procedures for a period of 2 years. 

- PMU services for a period of 12 months. 

- Storm water and paving as per duration of project. 


Akhile Management and Consulting (Pty) Ltd 
SML Projects 


Amount 
committed 
(IncI VAT) 


Kabe Construction 

4 274 980 


343 800 

Service provider: 

12 171 802 


6 119 266 


5 723 110 

Triotic Protection Services Lateral 

Unison Insurance Brokers KTS 

General Traders 

1 549 410 

9 598 708 

Kabe Construction 

730 727 

Lutavha Trading jv Tshumisano Trading 

Omphile Electrical 

40 511 803 

Akhile Management and Consulting (pty) Ltd 

SML Projects 
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39. Related parties 

The compensation of key management personnel is disclosed in note 27 to the annual financial statements. 

Related party transactions 

Assets received from related parties - Donation 

Waterberg District Municipality 8 677 126 

In the 2014/2015 Financial period assets to the total of R8 677 126 where donated to Mookgophong Local Municipality by the 
regional district municipality - Waterberg District Municipality. 

40. Prior period errors 


In the prior year, the municipality incorrectly recognized the provision for landfill site for an area that is not currently being used 
as a landfill site. Thus resulting in an overstatement of the provision for landfill site amounting to R7 110 171 and an 
overstatement of the property, plant and equipment amounting to R2 978 731 . This error has been corrected retrospectively.) 


The correction to the Provision for Landfill site resulted in the period prior to 2013 was adjusted and the opening balances of the 
following items were adjusted with the following amounts: 


- Provision for Landfill Site 

- Property, Plant and Equipment 

- Accumulated Depreciation 

- Accumulated Surplus / Deficit 


6 269 341 
-3 516 076 
956 200 

-3 709 523 (Refer to the Correction of error in the Statement of Equity 


The correction of the error results in adjustments to the 2014 comparative figure as follows: 

Statement of Financial Position 
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Provision for Landfiii Site 


840 829 


Property, Piant and Equipment 


(464 668) 


Accumuiated Depreciation 


45 755 


Accumuiated Surplus / Deficit - Correction of Error 


(421 915) 


Statement of Financial Performance 


Interest Cost 


(376 160) 


Depreciation 


(45 755) 


Prior to the 2014/2015 financial period a monument was erected in front of the municipality. The cost of construction was 
expensed in the year it was constructed and the monument was not recognized as a Heritage Asset. Subsequently in 
2014/2015 the monument was recognized as a Heritage Asset and the fair value was recognized against the Accumulated 
Surplus/Deficit 


The electricity levies for 2013/2014 was allocated to the incorrect financial period after the June billing. This was corrected 
against the Accumulated Surplus and Deficit and against the Service Revenue in the Statement of Financial Performance. This 
was done retrospectively for both periods affected by the correction. The net effect is a reduction of revenue in one financial 
period and a increase in revenue in the other period. 


The property rates for various properties was corrected for the 2013/2014 period after the June billing which includes write-offs 
and levies. This was corrected retrospectively for both financial periods. 


41. Comparative figures 


The following comparative figures have been reclassified: 

Licenses and permits is disclosed separately, it was previously disclosed as part of Income from Agency Services 

Connection and Reconnection Fees, Insurance Claims and Cemetery Fees previously disclosed as part of Other 
Revenue is now disclosed separately 

Materials reclassified as Repairs and Maintenance and portion of Repairs and Maintenance reclassified as General 
Expenses 

Collection Cost previously disclosed under General Expenses now disclosed separately 

Finance Cost and Contracted Services disclosed separately where it was previously incorrectly disclosed under 
Employee Related Cost 
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41 . Comparative figures (continued) 

The effect of the reclassification are as follows: 

Statement of Financial Performance 

Income from Agency Services - 2 917 792 

Licenses and Permits - (2 917 792) 

Connection and reconnection fees - (28 038) 

Insurance Claims and Cemetery Fees - (545 458) 

Other Revenue - 570 622 

Materials - (5 296 986) 

Repairs and Maintenance - 4 817 678 

General Expenses - 140 740 

Employee Related Cost - (1 229 269) 

Finance Cost - 985 067 

Contracted Services - 620 368 

42. Risk management 


Liquidity risk 


The municipality’s risk to liquidity is a result of the funds available to cover future commitments. The municipality manages 
liquidity risk through an ongoing review of future commitments and credit facilities. 


Cash flow forecasts are prepared and adequate utilized borrowing facilities are monitored. 
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Credit risk 


Credit risk consists mainly of cash deposits, cash equivalents, derivative financial instruments and trade debtors. The 
municipality only deposits cash with major banks with high quality credit standing and limits exposure to any one counter-party. 


Trade receivables comprise a widespread customer base. Management evaluated credit risk relating to customers on an 
ongoing basis. If customers are independently rated, these ratings are used. Otherwise, if there is no independent rating, risk 
control assesses the credit quality of the customer, taking into account its financial position, past experience and other factors. 
Individual risk limits are set based on internal or external ratings in accordance with limits set by the board. The utilization of 
credit limits is regularly monitored. Sales to retail customers are settled in cash or using major credit cards. Credit guarantee 
insurance is purchased when deemed appropriate. 


43. Going concern 


We draw attention to the fact that at 30 June 2015, the municipality had accumulated surplus of R 175 405 505 and that the 
municipality's total lasses exceed its liabilities by R 174 272 097. 


The financial statements have been prepared on the basis of accounting policies applicable to a going concern. This basis 
presumes that funds will be available to finance future operations and that the realization of assets and settlement of liabilities, 
contingent obligations and commitments will occur in the ordinary course of business. 


The ability of the municipality to continue as a going concern is dependent on a number of factors. The Mookgophong Local 
Municipality will in the coming financial period merge with the current Modimolle Local Municipality to form one municipality. In 
the next financial year the municipality will also be implementing Municipal Standard Chart of Accounts. 
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Figures in Rand 

2015 

2014 

44. Unauthorized expenditure 



Opening balance (correction from previous year) 

19 188 693 

15 308 135 

Unauthorized expenditure current year: 



Conditional Grants spent on operational expenses 

6 379 933 

- 

Over expenditure on current budget 

29 706 656 

15 316 037 

Approved by Council or condoned: 



Over expenditure on current budget 

(15 316 037) 

(8 235 479) 

Transfer to receivables for recovery or repayed to creditor: 



Grants repaid to National Treasury 

(3 872 656) 

(3 200 000) 

Unauthorized expenditure awaiting authorization 

36 086 589 

19188 693 

45. Fruitless and wasteful expenditure 



Opening balance 

2 068 473 

548 050 

Add: Fruitless and wasteful expenditure-Current year 

4 776 782 

2 068 473 

Less: Amounts condoned or written off by council 

(2 068 473) 

(548 050) 


4 776 782 

2 068 473 

46. Irregular expenditure 



Opening balance 

24 675 316 

24 675 316 

Irregular Expenditure - current year 

783 501 

- 


Approved by National Treasury 

Transfer to receivables for recovery - not condoned 
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Irregular Expenditure awaiting condonement 


25 458 817 24 675 316 


Refer to Note 53 for fuii detaii on the Irreguiar Expenditure for previous periods not yet condoned. 

47. Additional disclosure in terms of Municipal Finance Management Act 

Audit fees 

Opening baiance 

650 693 

1 355 661 

Current year subscription / fee 

1 854 818 

1 813 132 

Amount paid - current year 

(2 256 675) 

(2 518 100) 


248 836 

650 693 

PAYE, SDL and UIF 

Current year subscription / fee 

6 002 978 

5 631 602 

Amount paid - current year 

(6 002 978) 

(5 631 602) 


Pension and Medical Aid Deductions 



Current year subscription / fee 

12 856 074 

10 329 610 

Amount paid - current year 

(12 856 074) 

(10 329 610) 


- 

- 
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Mookgophong Local Municipality 


Financial Statements for the year ended 30 June 2015 


Notes to the Financial Statements 


Figures in Rand 


2015 2014 


47. Additional disclosure in terms of Municipal Finance Management Act (continued) 

VAT 

VAT receivable 1 385 966 

VAT payable - 1 894 735 


1 385 966 1 894 735 


VAT output payables and VAT input receivables are shown in note 20. 

All VAT returns have been submitted by the due date throughout the year. 

Councilors’ arrear consumer accounts 

The following Counoilors had arrear accounts outstanding for more than 90 days at 30 June 2015: 

30 June 201 5 Outstanding Outstanding 

less than 90 more than 90 
days days 


R R 


M.R Kekana 


9 340 37 812 


Total 

R 


47 152 


30 June 2014 


M.R Kekana 


Outstanding 
less than 90 
days 
R 

4 246 


Outstanding 
more than 90 
days 
R 

39 639 


Total 

R 


43 885 
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K.S Lamola 


5 579 


7 359 


12 938 


9 825 46 998 56 823 


48. Deviation from supply chain management regulations 


Paragraph 12(1)(d)(i) of Government gazette No. 27636 issued on 30 May 2005 states that a supply chain management policy 
must provide for the procurement of goods and services by way of a competitive bidding process. 


Paragraph 36 of the same gazette states that the accounting officer may dispense with the official procurement process in 
certain circumstances, provided that he records the reasons for any deviations and reports them to the next meeting of the 
council and includes a note to the financial statements. 


Disclosure of deviations in terms of Section 36 of the Supply Chain Regulations 

Approved in terms of Single Provider procurement, sec 36 (1) (a) (ii) 

Approved in terms of Minor breaches of the procurement process, sec 36 (1 ) (b) 
Approved in terms of Emergency Procurement, sec 36 (1) (a) (i) 


3 719 821 

2 970 327 

15 000 

60 329 

1 856 680 

1 912 469 


5 591 501 4 943125 


The above deviations were reported to and have been approved by Council 
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Spoliation order against the 
municipality. 

Mookgophong Local Municipality 

NC Mahlaela vs 
Mookgophong Local 

Financial Statements for the year ended 30 June 201 5 Municipality 

Disciplinary process against 
employee. 

Notes to the Financial Statements 

Mashishi and other vs 
Mookgophong Local 

Figures in Rand Municipality 

Restraint order 


49. Contingencies 


Contingent liabilities 


50. Contingent Assets 


The following contingent liabilities existed at year-end: 

VD transcribers consultants vs Mookgophong Local Municipality 

Claims agains the municipality for services rendered. The municipality is contesting the 
authenticity of the claim. 

MV Chauke vs SVJ Maphondo and others 

Assault against employee. The municipality bears the legal cost on behalf of the 
victimized employee 

NP Magwala vs S Kekana and others 

Assault against employee. The municipality bears the legal cost on behalf of the 
victimized employee 

Malukela vs Mookgophong Local Municipality 

Unfair dismissal claim against the municipality. The outcome of the case is awaited. 

SAMWU vs Mookgophong Local Municipality 

Unfair labour practice in respect of appointments. 

George Gerbet Jackson vs Mookgophong Local Municipality 

Claim against the municipality for injuries on municipal premises. 

Chauke Shireio David vs Mookgophong Local Municipality 

Municipal official involved in an accident. Claimant instituted against the municipality. 

XW Ngobeni vs Mookgophong Local Municipality 

Former employee is claiming alleged short payment on salary while in employment. 

Vosioo vs Mookgophong Local Municipality 


T 

h 
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f 

0 
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at year-end: JF de Beer vs Mookgophong local 
municipality 

Court ruled in favor of the municipality. The cost to be paid by the applicant after 
taxation took place. 


51. Distribution losses 


2015 2014 


Electricity 

Water 


52. Budget Variance Explanations 


■ 

53 500 

- 

120 000 

- 

120 000 

200 000 

1 50 000 

420 000 

90 000 

1 50 000 

180 000 

320 000 

60 000 

500 000 

- 

1 70 000 

- 

200 000 

- 

300 000 

_ 


2 260 000 773 500 
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556 000 


556 000 


8 079188 10 488 970 


7 124 992 

8 161 490 

954 196 

2 327 480 


The following list reiates to reasons for significant fiuctuations in the difference between Current Year Actuais and Budgeted 
Amounts and acts as reference to the Statement of Budget Comparisons 

52.1 Significant fiuctuations couid oniy be detected after midyear report. 

52.2 Additionai funding received from MIG 

52.3 Significant fiuctuations couid oniy be detected after finai caicuiations on debt impairment after June 201 5. 

52.4 Was budgeted under Generai expenses. 

52.5 Significant fiuctuations acceierated after midyear report and adjustments budget. A further adjustments budget was 
approved in Juiy 2015 
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Mookgophong Local Municipality 

Financial Statements for the year ended 30 June 2015 

Notes to the Financial Statements 

Figures in Rand 2015 


52. Budget Variance Explanations (continued) 

52.6 Over-expenditure was detected after calculations was done on vehicle leases. Will be reported to council. 

52.7 Incorrectly budgeted 

52.8 Donation was accounted for only at yearend after reconciliations were done. 

52.9 Rental of Facilities and Equipment and Cemetery Fees were budgeted under Other Revenue 

52.10 Other Revenue. Over budgeted 

52.1 1 Interest on Investments - Collection rate above expectation 

52.12 Impairment Loss on Assets were not budgeted for because Council did not plan to impair any assets 


2014 
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Appendix A 


June 2015 


Analysis of property, plant and equipment as at 30 June 2015 
Cost/Revaluation Accumulated depreciation 


Opening 

Addition 

s 

Disposal 

s 

Transfer 

s 

Write-off 

Other 

changes, 

Closing 

Opening 

Disposal 

s 

Transfer 

s 

Depreciati 

on 

Impairment 

loss 

Closing 

Carryin 

g 

Balance 





movements 

Balance 

Balance 





Balance 

value 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 











Land and buildings 

39 947 

133 - - 493 601 

(335 783) 

38 637 

(1 467 509) 442 

- 

- 

- (2 028 067) 

(1 797 
230 068 999) 

36 839 
443 










Infrastructure 

133 599 

940 9 1 67 359 (287 461 ) 6 51 7 1 68 

162 675 

149 230 

70 700 381 

- 

- 

- (8 826113) 

(8 826 
113) 

140 404 
268 










Community Assets 

4 777 795 - - 3 040 468 

- 

(1 511 214)6 307 049 

- 

- 

(221 530) 

- (221 530)6 085 519 
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Appendix A 


June 2015 


Analysis of property, plant and equipment as at 30 June 2015 
Cost/Revaluation Accumulated depreciation 


Opening Additions 

Disposal 

s 

Transfers 

Write-off 

Other 

changes, 

Closing 

Opening 

Disposal 

s 

Transfers Depreciation 

Impairment 

loss 

Closing 

Carrying 

Balance 




movements 

Balance 

Balance 




Balance 

value 

Rand Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand Rand 

Rand 

Rand 

Rand 


Heritage assets 

- 

- 

- 

- 

- 

180 521 

180 521 

- 

- 

- 

- 

- 

180 521 















Specialized vehicles 

" 

" 

" 

“ 

" 

" 

" 

" 

" 

" 

" 

" 

" 















Other assets 

21 784 
416 

28 342 

758 

- 

- 

- 

80 426 

50 207 

600 

- 

- 

- (4 019115) 

- 

(4 019 
115) 

46 188 
485 
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Appendix A 


June 2015 


Analysis of property, plant and equipment as at 30 June 2015 
Cost/Revaluation Accumulated depreciation 


Opening Additions 

Disposal 

s 

Transfers 

Write-off 

Other 

changes, 

Closing 

Opening 

Disposal 

s 

Transfers Depreciation 

Impairment 

loss 

Closing 

Carrying 

Balance 




movements 

Balance 

Balance 




Balance 

value 

Rand Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand Rand 

Rand 

Rand 

Rand 


Total property plant and 
equipment 


Land and buildings 

39 947 

133 - - 493 601 

(335 783) 

38 637 

(1 467 509) 442 

- 

- 

- (2 028 067) 

(1 797 36 839 

230 068 999) 443 

Infrastructure 

1 yy 

940 9 1 67 359 (287 461 ) 6 51 7 1 68 

162 675 

14a liau 

70 700 381 

- 

- 

- (8 826 113) 

(8 825 1 4U 4U4 

113) 268 

uommunity Assets 

4 /// /Ob - - 3 040 488 

- 

(1 511 214)5 307 043 

- 

- 

(221 530) 

- (221 530) 6 085 519 

Heritage assets 

. 

- 

180 521 180 521 

- 

- 

- 

- 180 521 
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50 207 
600 


(4 019 46 188 

115) 485 


I I 


21 784 28 342 

Other assets 41 6 758 


80 426 


(4019 115) 


200109 37 510 10 051 244 562 

284 117 (287 461) 237 (173108) (2 647 076) 993 


(14 864 229 698 
(15 094 825) 230 068 757) 236 


Agricultural/Biological 

assets 


Intangible assets 

100 958 

- 

- 

- 

- 

100 958 

- 

- 

(50 469) 

- (50 469) 

50 489 

Investment properties 

17012 


(1 474 



16 336 





16 336 

Investment property 

753 

- 

906) 

- 

798 904 

751 

- 

- 

- 

- 

751 


17 012 


(1 474 



16 336 





16 336 


753 

- 

906) 

- 

798 904 

751 

- 

- 

- 

- 

751 

Total 

39 947 





38 637 




(1 797 

36 839 

Land and buildings 

133 

- 

- 493 601 

(335 783) 

(1 467 509) 

442 

- 

- 

- (2 028 067) 

230 068 999) 

443 

Infrastructure 

144 tjyy 
940 9 

167 359 (287 461) 6 517 168 

162 675 

70 700 

14a 2au 

381 

- 

- 

- (8 826 113) 

(8 826 
113) 

1 4U 4U4 
268 

uommunity Assets 

4 /// /yb 

- 

- 4 040 468 

- 

(1 511 214)6 

307 043 

- 

- 

(221 540) 

- (221 530) 6 

085 519 

Heritage assets 

- 

- 

- 

- 

180 521 

180 521 

- 

- 

- 

- 

180 521 

Specialized vehicles 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Other assets 

Zl /»4 
416 

za 444 
758 

. 

. 

80 426 

50 207 

600 

. 

. 

- (4019115) 

(4 013 
115) 

4b 188 
485 
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jigricuKuraiMioiogicai 

assets 


Intangible assets 100 958 - - - - - 100 958 - - - (50 469) - (50 469 ) 50 489 

17 012 (1 474 16 336 16 336 

Investment properties 753 - 906) - - 798 904 751 ... . . . 75-1 


217 222 37 510 (1 762 10 051 261 000 (14 915 246 085 

995 117 367 ) 237 ( 173108 ) (1 848172 ) 702 - - - (15145 294 ) 230 068 226 ) 476 


190 I P a g e 


Appendix B 


Analysis of property, plant and equipment as at 30 June 2014 
Cost/Revaluation Accumulated depreciation 


Opening 

Addition 

s 

Disposal 

s 

Transfer 

s 

Revaluatio 

ns 

Other 

changes, 

Closing 

Opening 

Disposal 

s 

Transfers 

Depreciati 

on 

Impairment 

loss 

Closing 

Carryin 

g 

Balance 





movements 

Balance 

Balance 





Balance 

value 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 













Land and buildings 

52 895 
654 

464 669 

- 

- 

53 360 

323 

- 

- 

- 

- 

53 360 
323 












Infrastructure 

132 854 
654 

647 525 (13 440) 

- 

- 

133 488 

739 

- 

- 

- 

- 

133 488 
739 












Community Assets 

5 478 964 

- 

- 

- 

(500) 5 478 464 

- 

- 

9 

8 

(700 767) 

- (700 669)4 777 795 
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June 2015 



Heritage assets 


Specialized vehicles 


Other assets 


Analysis of property, plant and equipment as at 30 June 2014 
Cost/Revaluation Accumulated depreciation 


Opening Additions 

Disposal 

s 

Transfers 

Revaluation 

s 

Other 

changes, 

Closing 

Opening 

Disposal 

s 

Transfers Depreciation 

Impairment 

loss 

Closing 

Carrying 

Balance 




movements 

Balance 

Balance 




Balance 

value 

Rand Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand Rand 

Rand 

Rand 

Rand 


26191 11 467 (337 253) (13 607 23 775 (1 990 21 784 

375 735 485) - 60 700 072 - - - (1 857 566) (133 090) 656) 416 
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Appendix A 


June 2015 


Analysis of property, plant and equipment as at 30 June 2014 
Cost/Revaluation Accumulated depreciation 


Total property plant and 
equipment 


Agricultural/Blological 

assets 


Opening Additions 

Disposal 

s 

Transfers 

Revaluation 

s 

Other 

changes, 

Closing 

Opening 

Disposal 

s 

Transfers Depreciation 

Impairment 

loss 

Closing 

Carrying 

Balance 




movements 

Balance 

Balance 




Balance 

value 

Rand Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand Rand 

Rand 

Rand 

Rand 


217 420 12 579 (350 693) (13 607 (2 691 213 411 

647 929 485) - 60 200 216102 598 - - 98 (2 558 333) (133 090) 325) 273 
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I ntBng t W e Bwef s 






m 



Investment properties 


Total 















15 501 

540 

- 

- 1 511 213 

- 

- 

17 012 

753 

- 

- 

- 

- 

- 

- 

17012 

753 















233 023 12 579 (350 693 ) (12 096 (2 691 230 524 

145 929 272 ) - 60 200 233 216 309 - - 98 (2 558 333 ) (133 090 ) 325 ) 984 
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Appendix B 



Disclosures of Grants and Subsidies in terms of Section 123 MFMA, 56 of 2003 

June 2015 


Name of 

Grants 

Name of 

organ of 

state or 

municipal 

entity 

Quarterly Receipts 

Quarterly Expenditure 

Reason for 

delay/withhold 

nag of funds 

Did your 

municipality 

comply with the 

grant 

conditions in 

terms of grant 

framework in 

the latest 

Division of 

Revenue Act 

Reason for 

noncompliance 










Yes/ No 




b OUO 











Municipal 

National 

000 

4 1 27 343 

9 766 000 

- 

1 492 943 

4 119 430 

5 789 357 

4 160 687 


Yes 


Intrastructur 













e 

Treasury 












Grant 













Municipal 

National 

934 000 

- 

- 

- 

- 

260 000 

271 593 

402 407 


Yes 
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8 188 000 4 467 343 0 106 000 - 1 845 568 4 921 590 7 050 105 5 613 154 


Note: A municipality should provide additional information on how a grant was spent per Vote. This excludes allocations from the Equitable Share. 
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Accounting Officer's Responsibilities and Approval 

The accounting officer is required by the Municipal Finance Management Act (Act 56 of 2003], to maintain adequate 
accounting records and is responsible for the content and integrity of the annual financial statements and related 
financial information included in this report. It is the responsibility of the accounting officer to ensure that the 
annual financial statements fairly present the state of affairs of the municipality as at the end of the financial year 
and the results of its operations and cash flows for the period then ended. The external auditors are engaged to 
express an independent opinion on the annual financial statements and was given unrestricted access to all financial 
records and related data. 

The annual financial statements have been prepared in accordance with Standards of Generally Recognised 
Accounting Practice (GRAP] including any interpretations, guidelines and directives issued by the Accounting 
Standards Board. 

The annual financial statements are based upon appropriate accounting policies consistently applied and supported 
by reasonable and prudent judgements and estimates. 

The accounting officer acknowledges that he is ultimately responsible for the system of internal financial control 
established by the municipality and place considerable importance on maintaining a strong control environment. To 
enable the accounting officer to meet these responsibilities, the sets standards for internal control aimed at reducing 
the risk of error or deficit in a cost effective manner. The standards include the proper delegation of responsibilities 
within a clearly defined framework, effective accounting procedures and adequate segregation of duties to ensure an 
acceptable level of risk. These controls are monitored throughout the municipality and all employees are required to 
maintain the highest ethical standards in ensuring the municipality's business is conducted in a manner that in all 
reasonable circumstances is above reproach. The focus of risk management in the municipality is on identiiying, 
assessing, managing and monitoring all known forms of risk across the municipality. While operating risk cannot be 
fully eliminated, the municipality endeavours to minimise it by ensuring that appropriate infrastructure, controls, 
systems and ethical behaviour are applied and managed within predetermined procedures and constraints. 

The accounting officer is of the opinion, based on the information and explanations given by management, that the 
system of internal control provides reasonable assurance that the financial records may be relied on for the 
preparation of the annual financial statements. However, any system of internal financial control can provide only 
reasonable, and not absolute, assurance against material misstatement or deficit. 

The accounting officer has reviewed the municipality's cash flow forecast for the year to 30 June 2015 and, in the 
light of this review and the current financial position, he is satisfied that the municipality has or has access to 
adequate resources to continue in operational existence for the foreseeable future. 

The annual financial statements are prepared on the basis that the municipality is a going concern and that the 
Mookgophong Local Municipality has neither the intention nor the need to liquidate or curtail materially the scale of 
the municipality. 

The Auditor General is responsible for independently reviewing and reporting on the municipality's annual financial 
statements. 

The annual financial statements have been examined by the municipality's external auditors and their report is 
attached hereto.. 

The following annual financial statements, which have been prepared on the going concern basis, were approved by 
the Accounting Officer 29 August 2014 and were signed on its behalf by: 

Mr. O.P Sebola 
Accounting Officer 

MOOKGOPHONG LOCAL MUNICIPALITY 

Annual Financial Statements for the year ended 30 June 2015 

Accounting Officer's Report 

The accounting officer submits his report for the year ended 30 June 2014. 

1. Review of activities 
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Main business and operations 

The municipality is engaged in Mookgophong and Roedtan/Thusang and is a Local Municipality performing 
functions as set out in constitution (Act no 105 of 1996] and operates principally in South Africa. 

The operating results and state of affairs of the municipality are fully set out in the attached annual financial 
statements and do not in our opinion require any further comment. 

2. Going concern 

The annual financial statements have been prepared on the basis of accounting policies applicable to a going 
concern. This basis presumes that funds will be available to finance future operations and that the realisation of 
assets and settlement of liabilities, contingent obligations and commitments will occur in the ordinary course of 
business. 

3. Subsequent events 

The accounting officer is not aware of any matter or circumstance arising since the end of the financial year. 

4 . Accounting Officer's interest in contracts 

The accounting officer does not have an interest in any of the contracts entered into during the current financial 
year. 

5. Accounting policies 

The annual financial statements prepared in accordance with the South African Statements of Generally Accepted 
Accounting 

Practice (GAAP], including any interpretations of such Statements issued by the Accounting Practices Board, and in 
accordance with the prescribed Standards of Generally Recognised Accounting Practices (GRAP] issued by the 
Accounting 

Standards Board as the prescribed framework by National Treasury. 

6. Non-current assets 

No major changes in the nature or the policy relating to the use of the non-current assets of the municipality 
occurred during the year. 


7. Accounting Officer 

The accounting officer of the municipality during the year and to the date of this report is as follows: 

Name Nationality 

Mr.OP Sebola RSA 

8. Bankers 

Accounts were held with Standard Bank Limited during the year. 

9. Auditors 

Auditor General of South Africa will continue in office for the next financial period. 
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GRANTS 

Table 21: Grant Performance 


Description 

2013/14 

2014/15 

Variance 

Actual 

Original 

budget 

Adjustments 

budget 

Actual 

Expenditure 


Equitable shares 

25,758,000 

25,758,000 

33,863,000 

33,944,657 

-82000 

Municipal System 
improvement 

800,000 

934,000 

934,000 

934,000 

0 

EPWP 

1,000,000 

1,000,000 

1,000,000 

1,134,000 

-134,000 

Einancial 

Management 

1,500,000 

1,800,000 

1,800,000 

1,800,000 

0 

PMU 

1,148,850 

788,300 

788,300 

1,457,508.92 

-669,209 

LGSETA 

60,000 

0 




Municipal 

infrastructure 

21,828,150 

15,766,000 

42,766,000 

35,562,417 

7,203,583.34 


5.3 Asset Management 

The Municipal Council has adopted an Asset Management Policy as well as other financial related policies. These 
policies are reviewed every year to accommodate the necessary changes. A GRAP compliant Asset Register is in place 
and is continuously updated in line with policy. 


Table 13: Treatment of the (3] Largest Assets 


Name of asset 

Upgrading of Welgevonden purification work 

Description 

Upgrading of bulk storm water 

Asset type 

Infrastructure 

Key Staff involved 

Technical staff 

Staff responsible 

M R Katjedi 

Asset value 

7 569 


Capital implications 

Upgrading of Welgevonden purification works 

Euture purpose of the asset 

Provision of bulk water 

Key issues 

Lack bulk water supply 

Staff responsible 

Infrastructure Development 


Name of asset 

Upgrading of the bulk storm water 4 & 5 

Euture Purpose of the Asset 

Control water during the rainy season 

Asset type 

Infrastructural Asset 

Key Staff involved 

Infrastructure Development Staff 

Staff responsible 

MR Katjedi 

Asset value 

8 278 380 


Repairs and maintenance expenditure for 2014/2015 
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Repairs and 

Original budget 

Adjustments 

Actual 

Variance 

maintenance 


budget 



expenditure 

R578 881 

R600 000 

R778 996 

25,7% 1 


5.4 Financial Ratio Based on Key Performance Indicators 
Table 23: Financial Ratio against KPIs 


Ratio 

Basis of calculation 

2013/14 

2014/2015 

Liquidity current ratio 

Current assets/current liabilities 

69,72% 

37,10% 

Cost Coverage 

Available cash + investments/ 
Monthly fixed operations 

0,27% 

0,50% 

Service debtors to revenue 

Total outstanding service 
debtors/annual revenue for 
services 

26,44% 

73,10% 

Debt coverage 

Total operating-operating grants/ 
debt service payment due within 
financial year 

246,66% 

118,40% 

Capital charges to 
operating 

Interest and principal 
paid/operating expenditure 

1,06% 

3,10% 

Employee costs 

Employee costs/ Total revenue- 
capital revenue 

36,43% 

43,90% 

Solvability 

Total assets /total liabilities 

367,18% 

239,00% 


COMPONENT B: SPENDING AGAINST CAPITAL BUDGET 


5.5 Sources of Finance 
Table 14: Sources of Funding 


Description 

2013/14 

2 

014/15 


Variance % 


Actual 

Original 

budget 

Adjustments 

budget 

Actual 

expenditure 


Equitable shares 

25,758,000 

25,758,000 

33,863,000 

33,944,657 

-82000 

Municipal System 
improvement 

800,000 

800,000 

934,000 

934,000 

0 

EPWP 

1,000,000 

1,000,000 

1,000,000 

1,134,000 

-134,000 

Financial Management 

1,500,000 

1,729,321.56 

1,800,000 

1,800,000 

0 

PMU 

1,148,850 

709,967.31 

788,300 

1,457,508.92 

-669,209 

LGSETA 

60,000 

0 




Municipal 

infrastructure 

4,321,120 

25.130,784 

42,766,000 

35,562,417 

7,203,583.34 


COMPONENT C: CASHFLOW MANAGEMENT AND INVESTMENTS 


The importance of cash management lies in the fact that the municipality will have cash available to enable it to meet 
its obligations. It also enables the municipality to have a cash backed budget which is more about having the money 
in the bank rather than the cash which is expected to be collected from the debtors. 
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COMPONENT D: OTHER FINANCIAL MATTERS 


5.8 Supply Chain Management 

The Supply Chain Management Policy has been reviewed and is in line with the MFMA Regulations. The Budget and 
Treasury Office ensures that the above is implemented. A (3] bid system is in place, with bid committees 
implementing SCM processes and regulations. To manage conflict of interests, officials complete declaration of 
interest forms and there is regular reporting to Council on SCM Deviations. 


CHAPTER 6: AUDITOR GENERAL AUDIT FINDINGS 


Report of the auditor-general to the Limpopo provincial legislature and the council on Mookgophong Local 
Municipality 


Report on the financial statements 


Introduction 


1 . 1 have audited the financial statements of the Mookgophong Local Municipality set out on pages ... to ..., 

which comprise the statement of financial position as at 30 June 2015, the statement of financial 
performance, statement of changes in net assets, cash flow statement and the statement of comparison of 
budget information with actual information for the year then ended, as well as the notes, comprising a 
summary of significant accounting policies and other explanatory information. 


Accounting officer's responsibility for the financial statements 


2. The accounting officer is responsible for the preparation and fair presentation of these financial statements 

in accordance with South African Standards of Generally Recognized Accounting Practice (SA standards of 
GRAP] and the requirements of the Municipal Finance Management Act of South Africa, 2003 (Act No. 56 of 
2003] (MFMA] and the Division of Revenue Act of South Africa, 2014 (Act No. 10 of 2014] (DoRA], and for 
such internal control as the accounting officer determines is necessary to enable the preparation of 
financial statements that are free from material misstatement, whether due to fraud or error. 


Auditor-general's responsibility 


3. My responsibility is to express an opinion on these financial statements based on my audit. 1 conducted my 
audit in accordance with International Standards on Auditing. Those standards require that 1 comply with 
ethical requirements, and plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free from material misstatement. 

4. An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditor's judgment, including the assessment 
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making 
those risk assessments, the auditor considers internal control relevant to the municipality's preparation 
and fair presentation of the financial statements in order to design audit procedures that are appropriate in 
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
municipality's internal control. An audit also includes evaluating the appropriateness of accounting policies 
used and the reasonableness of accounting estimates made by management, as well as evaluating the 
overall presentation of the financial statements. 

5. 1 believe that the audit evidence 1 have obtained is sufficient and appropriate to provide a basis for my 
qualified audit opinion. 


Basis for qualified opinion 
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Property, plant and equipment 


6. I was unable to physically verify certain infrastructure assets included in the accounting records of the 
municipality. The municipality's records did not permit the application of alternative means. Consequently 
1 was unable to determine whether any adjustments to infrastructure assets stated at R140 404 268 
(2014:R134 608 333] in note 4 to the financial statements were necessary. 

7. The municipality did not account for certain assets in the asset register. The municipality's records did not 
enable me to establish the consequent understatement in the financial statements. 1 was unable to 
determine the extent of the adjustments required to property, plant and equipment and the related 
depreciation. 

8. Standard of Generally Recognized Accounting Practice, GRAP 3 Accounting policies. Changes in Accounting 
Estimates and Errors requires that an entity disclose for each prior period error corrected, the nature of 
the prior period error, for each prior period presented, to the extent practicable, the amount of the 
correction for each financial statement line item affected and the amount of the correction at the beginning 
of the earliest prior period presented. The municipality corrected errors in the following financial 
statement line item, however they did not make the necessary disclosures in note 40 to the financial 
statements as required by GRAP 3: 

• Property, plant and equipment stated at R199 363 882 in the prior year was restated to R201 339 397. 


Revenue 


9. 1 was unable to obtain sufficient appropriate audit evidence that management has properly charged and 

accounted for all revenue from property rates for the current and prior year due to the status of the 
accounting records. 1 was unable to confirm the property rates revenue by alternative means. 
Consequently, 1 was unable to determine whether any adjustment to property rates revenue stated at 
R24 422 377 (2014:R21 969 941] and receivable from non-exchange transactions stated at R47 544 739 
(2014:R38 671 829] in the financial statements was necessary. Additionally, there was a resultant impact 
on the surplus for the period and the accumulated surplus. 


Expenditure 


10. Included in the amount for depreciation and amortization of R15 120 616 is an impairment loss for the 
year amounting to R3 850 656.The amount for impairment loss was also presented as a separate line item 
in the statement of financial performance. Consequently expenditure is overstated by R3 850 656. 
Additionally, there was a resultant impact on the surplus for the period and on the accumulated surplus. 


Cash flow statement 


1 1 . GRAP 2, Cash flow statements, requires that the municipality summarizes the entity's operating, investing 
and financing activities. The municipality did not prepare and present its cash flow statement in 
accordance with GRAP 2, Cash flow statements. Consequently, the cash flow statement was not properly 
prepared and presented as a result of the following: 

• Included in the Cash flows from operating activities is a non cash item amounting to R7 380 573 
relating to donation of assets. 

• Cash flows from operating activities included unexplained differences amounting to R2 578 515. 

• The net cash outflow from investing activities included unexplained differences amounting to R9 994 
794. 


Value Added Tax [VAT] receivable 


1 . The value-added tax [VAT] suspense account of R1 385 966, as disclosed in note 11 to the financial 

statements, does not agree to the balance of R6 267 401 per the underlying accounting records. The entity 
could not provide an explanation or supporting documentation for the difference of R4 881 435 between 
the financial statements and the underlying accounting records. Consequently, the VAT suspense account is 
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understated by R4 881 435. 1 could not determine the effect on the other account balances or classes of 
transactions contained in the financial statements. 


Statement of changes in net assets 


2. 1 was unable to obtain sufficient appropriate audit evidence as to the appropriateness of the adjustments 

made to accumulated surplus opening balance. The amount of R5 490 260 disclosed as a correction of error 
could not be substantiated with documentation. 1 was unable to confirm the correctness of accumulated 
surplus by alternative means. Consequently, 1 was unable to determine whether any adjustments made to 
the opening balance of accumulated surplus stated at R188 332 770 in the financial statements were 
necessary. 


Contingent liabilities 


3. 1 was unable to obtain sufficient appropriate audit evidence that management has properly accounted for 

all contingent liabilities for the current year due to the status of the accounting records. 1 was unable to 
confirm the contingent liabilities by alternative means. Consequently, 1 am unable to determine whether 
any adjustments to contingent liability stated at R2 260 000 in the financial statements was necessary. 


Qualified opinion 


4. In my opinion, except for the possible effects of the matters described in the basis for qualified opinion 

paragraphs, the financial statements present fairly, in all material respects, the financial position of the 
Mookgophong Local Municipality as at 30 June 2015 and its financial performance and cash flows for the 
year then ended, in accordance with SA Standards of GRAP and the requirements of MFMA and the DoRA. 


Emphasis of matters 


5. 1 draw attention to the matters below. My opinion is not modified in respect of these matters. 


Restatement of corresponding figures 


6. As disclosed in note 41 to the financial statements, some corresponding figures for 30 June 2014 have been 

restated as a result of errors discovered during 2015 in the financial statements of the municipality at, and 
for the year ended, 30 June 2015 


Unauthorized expenditure 


7. As disclosed in note 44 to the financial statements, unauthorized expenditure to the amount of R29 706 
656 was incurred by the municipality, due overspending of the approved final budget 


Fruitless and wasteful expenditure 


8. As disclosed in note 45 to the financial statements, fruitless and wasteful expenditure to the amount of 
R4 776 782 was incurred due to interest on iate payment of invoices. 


IRREGULAR EXPENDITURE 


9. As disclosed in note 46 to the financiai statements, irreguiar expenditure amounting to R783 501 was 
incurred by the municipaiity, due to contravention of suppiy chain management reguiations. 


MATERIAL IMPAIRMENTS 


1 0. As disclosed in note 29 to the financial statements, material losses to the amount of R15 945 428 were 
incurred as a resuit of impairment provision for doubtfui debts. 
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MATERIAL DISTRIBUTION LOSSES 



11. As disclosed in note 51 to the financial statements, material losses to the amount of R8 079 188 were 
incurred as a result of distribution losses of water and electricity. 


GOING CONCERN 


12. The statement of financial performance indicates that the Mookgophong Local Municipality incurred a 
net deficit of R14 426 685 during the year ended 30 June 2015 and, as of that date, the municipality’s 
current liabilities exceeded its current assets by R45 453 995. These conditions, along with other 
matters as set forth in the note 43 indicate the existence of a material uncertainty that may cast 
significant doubt on the municipality’s ability to operate as a going concern. 


ADDITIONAL MATTER MATTERS 


1 3. I draw attention to the matters below. My opinion is not modified in respect of these matters. 


UNAUDITED DISCLOSURE NOTES 


14. In terms of section 125(2)(e) of the MFMA the municipality is required to disclose particulars of non- 
compliance with the MFMA. This disclosure requirement did not form part of the audit of the financial 
statements and accordingly I do not express an opinion thereon. 


UNAUDITED SUPPLEMENTARY SCHEDULES 


15. The supplementary information set out on pages XX to XX does not form part of the financial 
statements and is presented as additional information. I have not audited this schedule and, 
accordingly, I do not express an opinion thereon. 


REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 


16. In accordance with the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) (PAA) and the 
general notice issued in terms thereof, I have a responsibility to report findings on the reported 
performance information against predetermined objectives for selected development objectives 
presented in the annual performance report, compliance with legislation and internal control. The 
objective of my tests was to identify reportable findings as described under each subheading, but not to 
gather evidence to express assurance on these matters. Accordingly, I do not express an opinion or 
conclusion on these matters. 


PREDETERMINED OBIECTIVES 


17. I performed procedures to obtain evidence about the usefulness and reliability of the reported 
performance information for the following selected development objectives presented in the annual 
performance report of the municipality for the year ended 30 June 2015: 

• Development Objectives : Basic Service Delivery Area (KPA 2) on pages x to x 

18. I evaluated the reported performance information against the overall criteria of usefulness and 
reliability. 

19. I evaluated the usefulness of the reported performance information to determine whether it was 
presented in accordance with the National Treasury’s annual reporting principles and whether the 
reported performance was consistent with the planned development objectives. I further performed 
tests to determine whether indicators and targets were well defined, verifiable, specific, measurable, 
time bound and relevant, as required by the National Treasury’s Framework for managing programme 
performance information (FMPPI). 
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20. I assessed the reliability of the reported performance information to determine whether it was valid, 
accurate and complete. 

21 . The material findings in respect of the selected development objectives are as follows: 


DEVELOPMENT OBJECTIVE: BASIC SERVICE DELIVERY (KPA 2] 


Usefulness of reported performance informafion 

Presenfafion 

22. Section 46 of the Municipal Systems Act, 2000 (Act No. 32 of 2000) (MSA) requires the disclosure of 
measures taken to improve performance in the annual performance report where planned targets were 
not achieved. Measures to improve performance for a total of 45% of basic service delivery were not 
reflected in the annual performance report. This is due to a lack of review of reported performance 
information by senior management and the audit committee. The municipality’s records did not permit 
the application of alternative audit procedures 

Indicators and targets not consistence 

23. Section 41 (c) of the Municipal Systems Act (MSA) requires the integrated development plan to form the 
basis for the annual report, therefore requiring consistency of objectives, indicators and targets 
between planning and reporting documents. A total of 75% the reported indicators and 72% of the 
reported targets were not consistent with those in the approved service delivery budget implementation 
plan (SDBIP). This was due to inadequate review of the presentation of the annual performance report 
by management. 


INDICATORS WERE NOT WELL DEEINED 


24. The FMPPI requires that performance indicators/measures should have clear unambiguous data 
definitions so that data is collected consistently and is easy to understand and use. A total of 64% (> 
20%) of significantly important indicators in relation to basic services delivery KPA 2 were not well 
defined. This was due to a lack of proper systems and processes and technical indicator descriptions. 


TARGETS NOT VERIEIABLE 


25. The National Treasury FMPPI requires that performance targets performance indicator must be 
verifiable, meaning that it must be possible to validate the processes and systems that produced the 
indicator. A total of 44% (> 20%) of significantly important indicators in relation to basic services 
delivery KPA 2 were not specific and verifiable. This was due to a lack of proper systems and 
processes and technical indicator descriptions. 


RELIABILITY OE REPORTED PEREORMANCE INEORMATION 


26. The FMPPI requires audited to have appropriate systems to collect, collate, verify and store 
performance information to ensure valid, accurate and complete reporting of actual achievements 
against planned objectives, indicators and targets. Significantly important targets were not reliable 
when compared to the source information or evidence provided. This was due to lack of standard 
operating procedures for the accurate recording of actual achievements and frequent review of validity 
of reported achievements against source documentation. 


ADDITIONAL MATTER 


27. I draw attention to the following matter: 


ACHIEVEMENT OE PLANNED TARGETS 
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28. Refer to the annual performance report on pages x to x for information on the achievement of the 
planned targets for the year. This information should be considered in the context of the material 
findings on the usefulness and reliability of the reported performance information for the selected 
development objectives reported in paragraphjs) x to xx of this report. 


COMPLIANCE WITH LEGISLATION 


29. I performed procedures to obtain evidence that the municipality had complied with applicable legislation 
regarding financial matters, financial management and other related matters. My material findings on 
compliance with specific matters in key legislation, as set out in the general notice issued in terms of 
the PAA, are as follows: 


STRATEGIC PLANNING AND PEREORMANCE MANAGEMENT 


30. The performance management system and related controls were inadequate as it did not describe and 
represent the processes of performance reporting and how it is conducted, organised and managed, as 
required by section 38 of the Municipal Systems Act, 2000 (Act No. 32 of 2000) (MSA) and regulation 7 
of the Municipal planning and performance management regulations. 


BUDGET 


31 . Expenditure was incurred in excess of the limits of the amounts provided for in the votes of the 
approved budget, in contravention of section 15 of the MFMA. 


ANNUAL EINANCIAL STATEMENTS, PEREORMANCE AND ANNUAL REPORTS 


32. The financial statements submitted for auditing were not prepared in all material respects in accordance 
with the requirements of section 122 of the MFMA. Material misstatements identified by the auditors in 
the submitted financial statements were not adequately corrected, which resulted in the financial 
statements receiving a qualified opinion. 

33. The municipality did not implement a framework that describes and represents how the municipality 
cycle and process of performance planning monitoring, measurement, review, reporting and 
improvement will be conducted, organised and managed, including determining the roles of different 
role players as required by sections 38, 39, 40 and 41 of the MSA read with regulations 7 and 8 of the 
Municipal Planning and Performance management regulations. 

34. The local community was not afforded the opportunity to comment on the final draft of the integrated 
development plan(IDP) before adoption, as required by section 42 of the MSA and Municipal planning 
and performance management regulation 9, 13(1), 13(4)(c) and 15(3). 

Internal audit 

35. The internal audit unit did not function as required by section 165(2) of the MFMA, in that it did not 
report to the audit committee on matters relating to other compliance aspect with the Division of 
Revenue Act, 201 3 (Act No. 2 of 2013) (DoRA). 


PROCUREMENT AND CONTRACT MANAGEMENT 


36. Goods and services for some awards were procured from suppliers who did not declare their interest as 
required by SCM regulation 13(c). 

37. Construction projects were not always registered with the Construction Industry Development Board 
(CIDB), as required by section 22 of the CIDB Act and CIDB regulation 1 8. 

38. Awards were made to providers who are in the service of the municipality in contravention of section 
1 12(j) of the MFMA and SCM regulations 44. 
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39. Awards were made to providers who are in the service of other state institutions in contravention of 
MFMA 1 1 2(j) and SCM reguiations 44. 

40. Municipai empioyees who perform remunerative work outside the municipality without obtaining 
approval for additional remunerative work, as required by MSA section 72 (1) (g C). 

41 . The performance of contractors or providers was not monitored on a monthly basis, as required by 
section 1 1 6(2)(b) of the MFMA. 

42. The contract performance and monitoring measures and methods were insufficient to ensure effective 
contract management, as required by section 1 16(2)(c) of the MFMA. 


HUMAN RESOURCE MANAGEMENT AND COMPENSATION 


43. An acting senior manager was appointed for a period of more than six months, in contravention of 
section 56(1 )(c) of the MSA. 


EXPENDITURE MANAGEMENT 


44. Reasonable steps were not taken to prevent unauthorised expenditure, irregular expenditure, fruitless 
and wasteful expenditure, as required by section 62(1 )(d) of the Municipal Finance Management Act. 

45. Money owing by the municipality was not always paid within 30 days or an agreed period, as required 
by section 65(2)(e) of the MFMA. 


REVENUE MANAGEMENT 


46. An effective system of internal control for debtors and revenue was not in place, as required by section 
64(2)(f) and 97(e) of the MFMA. 


ASSETS MANAGEMENT 


47. An effective system of internal control for assets was not in place, as required by section 63(2)(c) of the 
MFMA. 


CONSEQUENCE MANAGEMENT 


48. Irregular expenditure incurred by the municipality was not investigated to determine if any person was 
liable for the expenditure, in accordance with the requirements of section 32(2) of the MFMA. 


INTERNAL CONTROL 


49. I considered internal control relevant to my audit of the financial statements, [name of performance 
report] and compliance with legislation. The matters reported below are limited to the significant internal 
control deficiencies that resulted in the basis for qualified opinion, the findings on the annual 
performance report and the findings on compliance with legislation included in this report. 


LEADERSHIP 


50. The municipality did not exercise its oversight responsibility regarding financial and performance 
reporting, compliance and related internal controls. 

51 . The accounting officer developed an action plan to address internal control deficiencies however the 
plan was not adequately monitored as some of the prior year audit report matters were not 
implemented. 
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FINANCIAL AND PERFORMANCE MANAGEMENT 


52 . A lack of technical knowledge in the finance section with regard to accounting standards and legislation 
applicable to the municipality to adequately perform their functions relating to regular reconciliation over 
daily and monthly processing and reconciling of transactions. 


53 . A lack of adequate technical knowledge within management with regard to the preparation of financial 
statements and a lack of adherence to laws and regulations resulted in the qualified opinion on the 
financial statements. 

54 . There was inadequate review and monitoring of compliance with applicable laws and regulations. 

55 . The municipality did not adequately design and implement formal controls over IT system to ensure that 
antivirus software is updated regularly and protected information. 


GOVERNANCE 


56 . The internal audit unit did not advise the accounting officer and report to the audit committee on matters 
relating to compliance. 


Polokwane 
30 November 2015 



AUDITOR 

SOUTH 
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Auditing to build public confidence 
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GLOSSARY 


Accessibility indicators 

Explore whether the intended beneficiaries are able to access services or outputs. 

Accountability 

documents 

Documents used by executive authorities to give "full and regular" reports on the 
matters under their control to Parliament and provincial legislatures as prescribed by 
the Constitution. This includes plans, budgets, in-year and Annual Reports. 

Activities 

The processes or actions that use a range of inputs to produce the desired outputs and 
ultimately outcomes. In essence, activities describe "what we do". 

Adequacy indicators 

The quantity of input or output relative to the need or demand. 

Annual Report 

A report to be prepared and submitted annually based on the regulations set out in 

Section 12 1 of the Municipal Finance Management Act. Such a report must include 
annual financial statements as submitted to and approved by the Auditor-General. 

Approved Budget 

The annual financial statements of a municipality as audited by the Auditor General and 
approved by council or a provincial or national executive. 

Baseline 

Current level of performance that a municipality aims to improve when setting 
performance targets. The baseline relates to the level of performance recorded in a year 
prior to the planning period. 

Basic municipal service 

A municipal service that is necessary to ensure an acceptable and reasonable quality of 
life to citizens within that particular area. If not provided it may endanger the public 
health and safety or the environment. 

Budget year 

The financial year for which an annual budget is to be approved - means a year ending 
on 30 June. 

Cost indicators 

The overall cost or expenditure of producing a specified quantity of outputs. 

Distribution indicators 

The distribution of capacity to deliver services. 

Financial Statements 

Includes at least a statement of financial position, statement of financial performance, 
cash-flow statement, notes to these statements and any other statements that may be 
prescribed. 

General Key 
performance indicators 

After consultation with MECs for local government, the Minister may prescribe general 
key performance indicators that are appropriate and applicable to local government 
generally. 

Impact 

The results of achieving specific outcomes, such as reducing poverty and creating jobs. 

Inputs 

All the resources that contribute to the production and delivery of outputs. Inputs are 
"what we use to do the work". They include finances, personnel, equipment and 
buildings. 

Integrated 

Development Plan 
(IDP) 

Set out municipal goals and development plans. 

National Key 
performance areas 

• Service delivery & infrastructure 

• Economic development 

• Municipal transformation and institutional development 

• Financial viability and management 

• Good governance and community participation 
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Outcomes 

The medium-term results for specific beneficiaries that are the consequence of 
achieving specific outputs. Outcomes should relate clearly to an institution's strategic 
goals and objectives set out in its plans. Outcomes are "what we wish to achieve". 

Outputs 

The final products, or goods and services produced for delivery. Outputs may be defined 
as "what we produce or deliver". An output is a concrete achievement (i.e. a product 
such as a passport, an action such as a presentation or immunization, or a service such 
as processing an application] that contributes to the achievement of a Key Result Area. 

Performance Indicator 

Indicators should be specified to measure performance in relation to input, activities, 
outputs, outcomes and impacts. An indicator is a type of information used to gauge the 
extent to 

which an output has been achieved (policy developed, presentation delivered, service 
rendered] 

Performance 

Information 

Generic term for non-financial information about municipal services and activities. Can 
also be used interchangeably with performance measure. 

Performance 

Standards; 

The minimum acceptable level of performance or the level of performance that is 
generally accepted. Standards are informed by legislative requirements and service- 
level agreements. Performance standards are mutually agreed criteria to describe how 
well work must be done in terms of quantity and/or quality and timeliness, to clarify the 
outputs and related activities of a job by describing what the required result should be. 

In this EPMDS performance standards are divided into indicators and the time factor. 

Performance Targets: 

The level of performance that municipalities and its employees strive to achieve. 
Performance Targets relate to current baselines and express a specific level of 
performance that a municipality aims to achieve within a given time period. 

Service Delivery 

Budget Implementation 
Plan 

Detailed plan approved by the mayor for implementing the municipality's delivery of 
services; including projections of the revenue collected and operational and capital 
expenditure by vote for each month. Service delivery targets and performance 
indicators must also be included. 

Vote: 

One of the main segments into which a budget of a municipality is divided for 
appropriation of money for the different departments or functional areas of the 
municipality. The Vote specifies the total amount that is appropriated for the purpose of 
a specific department or functional area. 

Section 1 of the MFMA defines a "vote" as: 

a) one of the main segments into which a budget of a municipality is divided for the 
appropriation of money for the different departments or functional areas of the 
municipality; and 

b) which specifies the total amount that is appropriated for the purposes of the 
department or functional area concerned 
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- COUNCILLORS; COMMITTEE ALLOCATION AND COUNCIL ATTENDANCE 



Councilors, Committees Allocated and Council Attendance 

No 

Council 

Members 

Full Time / 
Part Time 
FT/PT 

Committees 

Allocated 

*Ward and/ 
or Party 
Represented 

Percentage 

Council 

Meetings 

Attendance 

Percentage 
Apologies 
for non- 
attendance 






% 

% 

1 

Nkome Sarah 
Monyamane 

Full time 

Special Committee 

Ward 1 

100% 

0% 

2 

Reuben Malose 
Kekana 

Full time 

BUDGET , TREASURY 
AND IDP 

COMMITTEE 

PR 

100% 

0% 

3 

Magowa AS 

Part time 

Transformation, 
Administration and 
Corporate services 

Ward 2 

100% 

0% 

4 

Kuni Sarah 

Lamola 

Part time 

BUDGET , TREASURY 
AND IDP 

COMMITTEE 

Wards 

100% 

0% 

5 

Lesiba William 

Kola 

Part time 

BUDGET , TREASURY 
AND IDP 

COMMITTEE 

Ward 5 

100% 

0% 

6 

Mokgaetji Sinah 
Langa 

Part time 

BUDGET , TREASURY 
AND IDP 

COMMITTEE 

PR 

100% 

0% 


Disclosures of Financial Interests 

Position 

Name 

Description of Financial interests* 

(Nil / Or details] 

Mayor 

NS Monyamane 

Nil 

Chief Whip 

RM Kekana 

Nil 

Councillors 

MS Langa 

Nil 


KS Lamola 

Nil 


AS Magowa 

Nil 


SP Mafuna 

Nil 


W L Kola 

Nil 


HP Louw 

Nil 


J Kleynhans 

Nil 


C. van der Merwe 

Nil 

Municipal Manager 

OP Sebola 

Nil 

Chief Financial Officer 

D Eksteen 

Nil 

Manager: ID 

MC Makofane 

Nil 
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Disclosures of Financial Interests 

Position 

Name 

Description of Financial interests* 

(Nil / Or details] 

Manager : SDCS 

MH Sebata 

Nil 

Manager : CSSS 

MH Sebata 

Nil 

Manager : OM 

OH Mabhunghu 

Nil 

* Financial interests to be disclosed even if they incurred for only part of the year. See MBRR SA34A 


APPENDIX B - COMMITTEES AND COMMITTEE PURPOSES 


Committees (other than Mayoral / Executive Committee) and Purposes of Committees 

MUNICIPAL COMITTEES 

Purpose of Committee 

Municipal Public Accounts Committee 

Accountability and oversight role 

Audit Committee 

Auditing of financial and non-financial matters 

Public Participation 

Ensure Public Involvement 

Rules & Ethics 

Ensure adherence to rule, ethics and legislation 

Budget & Treasury 

Ensure adherence to MFMA 


APPENDIX C -THIRD TIER ADMINISTRATIVE STRUCTURE 


Third Tier Structure 

Directorate 

Director/Manager (State title and name) 

Office of the Municipal Manager 

Mr. OP Sebola 

Budget and Treasury Office 

Mr. D Eksteen 

Infrastructure Development 

MC Makofane 

Social and Community Services 

Mr. MH Sebata 

Office of the Mayor 

OH Mabhunghu 

Corporate Services 

MH Sebata 


APPENDIX D - FUNCTIONS OF MUNICIPALITY 


Municipal / Entity Functions 

MUNICIPAL FUNCTIONS 

Function Applicable to 
Municipality (Yes / No)* 

Function Applicable to Entity 
(Yes / No) 

Constitution Schedule 4, Part B functions; 

Air pollution 

No 

N/A 

Building regulations 

No 

N/A 

Child care facilities 

No 

N/A 

Electricity and gas 
reticulation 

No 

N/A 

Firefighting services 

Yes 

N/A 


213 I Page 







»X- 

w 


Municipal / Entity Functions 

Local tourism 

No 

N/A 

Municipal airports 

No 

N/A 

Municipal planning 

Yes 

N/A 

Municipal health services 

Yes 

N/A 

Municipal public transport 

Yes 

N/A 

Municipal public works 
only in respect of the 
needs of municipalities 
in the discharge of their 
responsibilities to 
administer functions 
specifically assigned to 
them under this 

Constitution or any other 
law 

No 

N/A 

Pontoons, ferries, jetties, 
piers and harbors, 
excluding the regulation of 
international and national 
shipping and matters 
related thereto 

No 

N/A 

Storm water management 
systems in built-up areas 

No 

N/A 

Trading regulations 

No 

N/A 

Water and sanitation 
services limited to potable 
water supply systems and 
domestic waste-water and 
sewage disposal systems 

No 

N/A 


Continued from previous page 


MUNICIPAL FUNCTIONS 

Function Applicable to 
Municipality (Yes / No)* 

Function Applicable to 

Entity (Yes /No) 

Constitution Schedule 5, Part B 
functions; 



Beaches and amusement 
facilities 

No 

N/A 

Billboards and the display of 
advertisements in public places 

No 

N/A 

Cemeteries, funeral parlors 
and crematoria 

No 

N/A 

Cleansing 

No 

N/A 

Control of public nuisances 

No 

N/A 

Control of undertakings that 
sell liquor to the public 

No 

N/A 


214 I P a g e 




JSE- 

w 


Municipal / Entity Functions 

Facilities for the 
accommodation, care and 
burial of animals 

No 

N/A 

Fencing and fences 

No 

N/A 

Licensing of dogs 

No 

N/A 

Licensing and control of 
undertakings that sell food to 
the public 

No 

N/A 

Local amenities 

No 

N/A 

Local sport facilities 

No 

N/A 

Markets 

No 

N/A 

Municipal abattoirs 

Yes 

N/A 

Municipal parks and recreation 

No 

N/A 

Municipal roads 

No 

N/A 

Noise pollution 

No 

N/A 

Pounds 

No 

N/A 

Public places 

No 

N/A 

Refuse removal, refuse dumps 
and solid waste disposal 

No 

N/A 

Street trading 

No 

N/A 

Street lighting 

No 

N/A 

Traffic and parking 

No 

N/A 

* If municipality: indicate (yes or No); * If entity: Provide name of entity 


TD 


APPENDIX E - WARD REPORTING 


Functionality of Ward Committees 

Ward Name 
(Number) 

Name of Ward Councilor 

and elected Ward 

committee members 

Committee 

established 
(Yes / No) 

Number of 
monthly 
Committee 
meetings 
held during 
the year 

Number of 
monthly 
reports 
submitted 
to Speakers 
Office on 

time 

Number of 
quarterly public 
ward meetings 
held during year 

Ward 1 

Clr NS Monyamane 

Yes 

10 

10 

4 

Ward 2 

Clr AS Magowa 

Yes 

10 

10 

4 

Ward 3 

Clr KS Lamola 

Yes 

10 

10 

4 
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Ward 4 

Clr C Van der Merwe 

Yes 

10 

10 


Ward 5 

Clr LW Kola 

Yes 

10 

10 

4 


Ward Title: Ward Name (Number) 


Capital Projects: Seven Largest in 2014/15 (Full List at Appendix N) 

R' 000 

No. 

Project Name 
and detail 

Start Date 

End Date 

Total Value 



Not applicable 

Not applicable 

ROOO 







Detail 

Water 

Sanitation 

Electricity 

Refuse 

Housing 

Households with minimum 
service delivery 

8244 

6967 

8244 

8244 

\ / 

Households without minimum 
service delivery 

1800 

1277 formal 
dwellings 

1800 

Informal 

settlement 

0 

0 

X 

Total Households* 

1004 

10024 

8244 

8244 

/ \ 

Houses completed in year 




APPENDIX F 3 - Top Four Service Delivery Priorities for Ward (Highest Priority First) 


No. 

Priority Name and Detail 

Progress During 2014/15 

1 

Ward 1 Storm water 

Completed 

2 

Ward 1 Sewer connection 

70% progress 

3 

Water 4 Electricity prepaid meters 

80% progress 

4 

Ward 2 Streetlights repairs 

Completed 

5 

Ward 5 Sewer connection 

10 % progress 
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No. 


Progress During 2014/15 



Priority Name and Detail 


Long Term Contracts 

R' 000 

Name of 

Service 

Provider 

(Entity or 

Municipal 

Department) 

Description of Services 

Rendered by the Service 
Provider 

Start Date 

of Contract 

Expiry 
date of 

Contract 

Project 

manager 

Contract Value 

Telkom 

Provision of telephones 





Charts Vodacom 

Provision of cell phones 





Triotic security 

Provision of security services 






APPENDIX F - WARD INFORMATION 


Functionality of Ward Committees 

Ward Name 
(Number 

Name of Ward 

Councilor and elected 
Ward committee 
members 

Committee 
established 
(Yes/ No) 

Number of 
monthly 
Committee 
meetings 
held during 
the year 

Number of 

monthly 

reports 

submitted to 

Speakers 

Office on 

time 

Number of 
quarterly 
public ward 
meetings 
held during 
year 

Ward 1 

Clr NSMonyamane 

Yes 

1 

1 

4 

Ward 2 

Clr AS Magowa 

Yes 

1 

1 

4 

Ward 3 

Clr KS Lamola 

Yes 

1 

1 

4 

Ward 4 

Clr E Boshoff 

Yes 

1 

1 


Ward 5 

Clr LW Kola 

Yes 

1 

1 

4 


APPENDIX G - RECOMMENDATIONS OF THE MUNICIPAL AUDIT COMMITTEE 2014/15 


REPORT TO COUNCIL ON THE REVIEW OF THE DRAFT ANNUAL FINANCIAL STATEMENTS AND THE DRAFT ANNUAL 
REPORT 2012/2013 

The Audit and Performance Committee (hereinafter referred to as "APAC"), as an independent advisory committee 
appointed by the Council, was established in terms of Local Government: Municipal Finance Management Act no 56, 2003 
(Chapter 14, Section 166) and Municipal Planning and Performance Management Regulations, Regulation 14(2). 

The APAC is required in accordance with Sec 166 (2) (a) to advise the municipal council, the political office bearers, the 
accounting officer and the management staff on matters relating to: 

• Performance Management 

• Effective Governance 

• Performance evaluation and; 

• Compliance with the MFMA, DORA and any other applicable legislation. 
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Municipal Audit Committee Recommendations 

Date of Committee 

Committee recommendations during 2013/2014 

Recommendations 
adopted (enter Yes] 









APPENDIX H: LONG TERM CONTRACTS AND PUBLIC PRIVATE PARTNERSHIPS 



Long Term Contracts (20 Largest Contracts Entered into 2013/14] 







R'OOO 

Name of Service 
Provider (Entity or 
Municipal 

Department] 

Description of Services Rendered 
by the Service Provider 

Start Date of 

Contract 

Expiry date of 
Contract 

Project 

manager 

Contract 

Value 

Telekom 

Provision of telephone services 





Security 

Provision of security services 





Photocopier 

Provision of photocopier 






APPENDIX J - DISCLOSURES OF FINANCIAL INTERESTS 


Disclosures of Financial Interests 

Period 2013/14 

Position 

Name 

Description of Financial interests* 

(Nil / Or details] 

Mayor 

NS Monyamane 

Nil 

Chief Whip 

RM Kekana 

Nil 

Councillors 

MS Langa 

Nil 


AS Magowa 

Nil 


SP Mafuna 

Nil 


W L Kola 

Nil 


HP Louw 

Nil 


J Kleynhans 

Nil 


E Boshoff 

Nil 

Municipal 

Manager 

NP Magwala 

Nil 
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Chief Financial 
Officer 

D Eksteen 

Nil 

Manager: ID 

FMS Modise 

Nil 

Manager : SDCS 

MH Sebata 

Nil 

Manager : CSSS 

PW Masetlha 

Nil 

Manager : OM 

NP Magwala 

Nil 

Technician 


Nil 

DM: Planning 


Nil 

* Financial interests to be disclosed even if they incurred for only part of the year. See MBRR SA34A 

TJ 


APPENDIX Q - SERVICE BACKLOGS EXPERIENCED BY THE COMMUNITY WHERE ANOTHER 
SPHERE OF GOVERNMENT IS RESPONSIBLE FOR SERVICE PROVISION 


Service Backlogs Experienced by the Community where another Sphere of Government is the Service 
Provider (where the municipality whether or not act on agency basis) 

Services and Locations 

Scale of backlogs 

Impact of backlogs 

Clinics; 

Housing; 

None 

4500 

Increase in land invasion and informal settlement. 

Reservoirs 


Insufficient bulk water 

Schools (Primary and High); 

None 

None 

Sports Fields; 

None 

None 



APPENDIX R - DECLARATION OF LOANS AND GRANTS MADE BY THE MUNICIPALITY 


Declaration of Loans and Grants made by the municipality 2013/14 


All Organisation or Person in 
receipt of Loans */Grants* provided 
by the municipality 

Nature of project 

Conditions 
attached to 
funding 

Value 

2012/2013 

R' 000 

Total Amount 
committed over 
previous and future 
years 

None 











* Loans/Grants - whether in cash or in kind 


APPENDIX S - DECLARATION OF RETURNS NOT MADE IN DUE TIME UNDER MFMA S71 


MFMA Section 71 Returns Not Made During 2013/14 According to Reporting Requirements 
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Return 

Reason Return has not been properly made on due date 










APPENDIX T PERFORMANCE REPORT 
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COMPONENT C: CASHFLOW MANAGEMENT AND INVESTMENTS 


The importance of cash management lies in the fact that the municipality will have cash available to enable it to meet 
its obligations. It also enables the municipality to have a cash backed budget which is more about having the money 
in the bank rather than the cash which is expected to be collected from the debtors. 


COMPONENT D: OTHER FINANCIAL MATTERS 


5.8 Supply Chain Management 


The Supply Chain Management Policy has been reviewed and is in line with the MFMA Regulations. The Budget and 
Treasury Office ensures that the above is implemented. A (3] bid system is in place, with bid committees 
implementing SCM processes and regulations. To manage conflict of interests, officials complete declaration of 
interest forms and there is regular reporting to Council on SCM Deviations. 


CHAPTER 6: AUDITOR GENERAL AUDIT FINDINGS 


COMPONENT A: AUDITOR GENERAL AUDIT REPORT 2013 /14 


Report of the Auditor-general to the Limpopo Provincial Legislature and the council on Mookgophong 

Local Municipality 

Report on the financial statements 

Introduction 

1 . I have audited the financial statements of Mookgophong Local Municipality set out on pages 121 to 21 2, 
which comprise the statement of financial position as at 30 June 2014, the statement of financial 
performance, statement of changes in net assets, the cash flow statement and the statement of comparison 
of budget information with actual information for the year then ended, as well as the notes, comprising a 
summary of significant accounting policies and other explanatory information. 

Accounting officer’s responsibility for the financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of these financial statements 
in accordance with the South African Standards of Generally Recognised Accounting Practice (SA 
Standards of GRAP) and the requirements of the Municipal Finance Management Act of South Africa, 2003 
(Act No. 56 of 2003) (MFMA) and the Division of Revenue Act 2013(Act No. 2 of 2013) (DoRA), and for such 
internal control as the accounting officer determines is necessary to enable the preparation of financial 
statements that are free from material misstatement, whether due to fraud or error. 

Auditor-general’s responsibility 

3. My responsibility is to express an opinion on these financial statements based on my audit. I conducted my 
audit in accordance with the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) (PAA), the general 
notice issued in terms thereof and International Standards on Auditing. Those standards require that I 
comply with ethical requirements, and plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free from material misstatement. 

4. An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditor’s judgement, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation 
and fair presentation of the financial statements in order to design audit procedures that are appropriate in 
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s 
internal control. An audit also includes evaluating the appropriateness of accounting policies used and the 
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reasonableness of acoounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements. 


5. I believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis for my 
qualified audit opinion. 


Basis for qualified opinion 

Property, plant and equipment 

6. I was unable to physically verify certain other movable assets included in the accounting records of the 
municipality. The municipality’s records did not permit the application of alternative means. Consequently I 
was unable to determine whether any adjustments to other movable assets stated at R3 535 699 in note 1 0 
to the financial statements were necessary. 

7. I was unable to obtain sufficient appropriate audit evidence for the derecognition of infrastructure assets. I 
was unable to confirm the restatement by alternative means. Consequently, I was unable to determine 
whether any adjustment to the property, plant and equipment assets stated at R199 363 882 in the financial 
statements was necessary. 


Revenue 

8. The municipality did not update its accounting records with regards to the valuation roll. Consequently, 
revenue was understated and receivables were understated by an unknown amount. Additionally, there was 
a resultant impact on the surplus for the period and the accumulated surplus. 

Provisions 

9. South African Standards of GRAP 19, Provision, Contingent liabilities and Contingent assets requires that a 
provision be recognised when an entity has a present obligation as a result of a past event. The municipality 
recognised a provision for the rehabilitation of the entire landfill site including the unused portion for which 
there is no present obligation. Consequently, provisions are overstated by R7 110 171(2013:R6 269 342) 
and property, plant and equipment is overstated by R5 738 863(201 3:R5 453 268). Additionally, there is a 
resultant impact on the surplus for the period and the accumulated surplus. 

Qualified opinion 

1 0. In my opinion, except for the effects of the matters described in the basis for qualified opinion paragraphs, 
the financial statements present fairly, in all material respects, the financial position of the Mookgophong 
Local Municipality as at 30 June 2014 and its financial performance and cash flows for the year then ended, 
in accordance with SA Standards of GRAP and the requirements of MFMA and the DoRA. 

Emphasis of matters 

11. I draw attention to the matters below. My opinion is not modified in respect of these matters. 
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Restatement of corresponding figures 

12. As disclosed in note 45 and 46 to the financial statements, the corresponding figures for 30 June 2013 have 
been restated as a result of errors discovered during 2014 in the financial statements of the municipality at, 
and for the year ended, 30 June 2013. 

Fruitless and wasteful expenditure 

13. As disclosed in note 51 to the financial statements, fruitless and wasteful expenditure to the amount of R2 
068 473 was incurred due to interest on late settlement of accounts. 

Material impairments 

14. As disclosed in note 5 to the financial statements, the municipality made a material impairment of R14 006 
589 to consumer debtors as a result of inadequate debt collection practices. 

Going concern 

1 5. The statement of financial performance indicates that the Mookgophong Local Municipality incurred a net 
deficit of R15 234 878 during the year ended 30 June 2014 and, as of that date, the municipality’s current 
liabilities exceeded its current assets by R8 621 635. These conditions, along with other matters as set forth 
in the note 48 indicate the existence of a material uncertainty that may cast significant doubt on the 
municipality’s ability to operate as a going concern. 

Additional matters 

1 6. I draw attention to the matters below. My opinion is not modified in respect of these matters. 

Unaudited disclosure notes 

17. In terms of section 125(2)(e) of the MFMA the municipality is required to disclose particulars of non- 
compliance with the MFMA. This disclosure requirement did not form part of the audit of the finanoial 
statements and accordingly I do not express an opinion thereon. 

Unaudited suppiementary scheduies 

18. The supplementary information set out on pages xx to xx does not form part of the financial statements and 
is presented as additional information. I have not audited these schedules and accordingly I do not express 
an opinion thereon. 
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Report on other legal and regulatory requirements 

19. In accordance with the PAA and the general notice issued in terms thereof, I report the following findings on 
the reported performance information against predetermined objectives for selected development objectives 
presented in the annual performance report, non-compliance with legislation as well as internal control. The 
objective of my tests was to identify reportable findings as described under each subheading but not to 
gather evidence to express assurance on these matters. Accordingly, I do not express an opinion or 
conclusion on these matters. 

Predetermined objectives 

20. I performed procedures to obtain evidence about the usefulness and reliability of the reported performance 
information for the following selected development objectives presented in the annual performance report of 
the municipality for the year ended 30 June 2014: 

• Social and Community Development on pages x to x 

• Technical Services on pages X to X 

21 . I evaluated the reported performance information against the overall criteria of usefulness and reliability. 

22. I evaluated the usefulness of the reported performance information to determine whether it was presented in 
accordance with the National Treasury’s annual reporting principles and whether the reported performance 
was consistent with the planned development objectives. I further performed tests to determine whether 
indicators and targets were well defined, verifiable, specific, measurable, time bound and relevant, as 
required by the National Treasury’s Framework for managing programme performance information (FMPPI). 

23. I assessed the reliability of the reported performance information to determine whether it was valid, accurate 
and complete. 

24. The material findings in respect of the selected development objectives are as follows: 

Social and Community Development 

Usefulness of reported performance information 

Presentation 

25. Section 46 of the Municipal Systems Act, 2000 (Act No. 32 of 2000) (MSA) requires the disclosure of 
measures taken to improve performance in the annual performance report where planned targets were not 
achieved. Measures to improve performance for a total of 56% of basic service delivery were not reflected in 
the annual performance report. This is due to a lack of review of reported performance information by senior 
management and the audit committee. The municipality’s records did not permit the application of 
alternative audit procedures 
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Consistency 

Section 41 (c) of the Municipal Systems Act (MSA) requires the integrated development plan to form the basis for 
the annual report, therefore requiring, therefore requiring consistency of objectives, indicators and targets 
between planning and reporting documents. A total of 27% the reported indicators and 67% of the reported 
targets were not consistent with those in the approved integrated development plan. This was due to inadequate 
review of the presentation of the annual performance report by management. 

Measurability 

Performance indicators were not well defined 

26. The FMPPI requires that performance indicators/measures should have clear unambiguous data definitions 
so that data is collected consistently and is easy to understand and use. A total of 33% (> 20%) of 
significantly important indicators in relation to social and community services were not well defined. This 
was due to a lack of proper systems and processes and technical indicator descriptions. 

Performance targets not verifiable 

27. The National Treasury FMPPI requires that performance targets performance indicator must be verifiable, 
meaning that it must be possible to validate the processes and systems that produced the indicator. A total 
of 33% (> 20%) of significantly important indicators in relation to social and community services were not 
verifiable. This was due to a lack of proper systems and processes and technical indicator descriptions. 

Reliability of reported performance information 

28. The FMPPI requires auditors to have appropriate systems to collect, collate, verify and store performance 
information to ensure valid, accurate and complete reporting of actual achievements against planned 
objectives, indicators and targets. Significantly important targets were not reliable when compared to the 
source information or evidence provided. This was due to lack of standard operating procedures for the 
accurate recording of actual achievements and frequent review of validity of reported achievements against 
source documentation. 

Technical Services 

Usefulness of reported performance information 
Presentation 

29. Section 46 of the Municipal Systems Act, 2000 (Act No. 32 of 2000) (MSA) requires the disclosure of 
measures taken to improve performance in the annual performance report where planned targets were not 
achieved. Measures to improve performance for a total of 34% of basic service delivery were not reflected in 
the annual performance report. This was due to performance targets set were not in line with the available 
resources. 
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Consistency 

30. Section 41 (c) of the MSA requires that the integrated deveiopment pian shouid form the basis for the 
annuai report, therefore requiring, therefore requiring consistency of objectives, indicators and targets 
between pianning and reporting documents. A totai of 73% of the reported indicators and 73% of the 
reported targets were not consistent with those in the approved integrated deveiopment pian. This was due 
to inadequate review of the presentation of the annuai performance report by management. 

Measurability 

Performance targets not specific 

31 . The Nationai Treasury FMPPi requires that performance targets must be specific in cieariy identifying the 
nature and required ievei of performance and be measurabie. A totai of 59% (>20%) of the significantiy 
important targets in reiation to technicai services were not specific. This was due to a iack of proper systems 
and processes and technicai indicator description 

Performance targets not measurable 

The Nationai Treasury FMPPi requires that performance targets must be measurable. We could not measure 

the required performance for 59% (>20%) of the significantly important targets in relation to technical services. 

This was due to a lack of proper systems and processes and technical indicator description 

Performance indicators were not well defined 

32. The FMPPI requires that performance indicators/measures should have clear unambiguous data definitions 
so that data is collected consistently and is easy to understand and use. A total of 77% (> 20%) of 
significantly important indicators in relation to technical services were not well defined. This was due to a 
lack of proper systems and processes and technical indicator descriptions. 

Performance targets not verifiable 

33. The National Treasury FMPPI requires that performance targets performance indicator must be verifiable, 
meaning that it must be possible to validate the processes and systems that produced the indicator. A total 
of 77% (> 20%) of significantly important indicators in relation to technical services were not verifiable. This 
was due to a lack of proper systems and processes and technical indicator descriptions. 

Reliability of reported performance information 

34. The FMPPI requires auditors to have appropriate systems to collect, collate, verify and store performance 
information to ensure valid, accurate and complete reporting of actual achievements against planned 
objectives, indicators and targets. 
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35. Significantly important targets with respect to selected development objectives for soolal and community 
services and technical services were not reliable when compared to the source Information and evidence 
provided. This was due to lack of standard operating procedures for the accurate recording of actual 
achievements and frequent review ef validity of reported achievements against source documentation. 

Additional matter 

36. I draw attention to the following matter: 

Achievement of planned targets 

37. Refer to the annual performance report on pages x te x for information on the achievement of planned 
targets for the year. This infermatien sheuld be considered in the context of the material findings on the 
usefulness and reliability of the reported performanee information for the selected development objectives 
reported in paragraphs xx to xx of this report. 

Compliance with legislation 

38. I performed procedures to obtain evidence that the municipality had complied with applicable legislation 
regarding financial matters, financial management and other related matters. My findings on material non- 
compliance with specific matters in key legislation, as set out in the general notice issued in terms ef the 
PAA, are as follows: 

Annual financial statements, performance and annual reports 

39. The financial statements submitted for auditing were not prepared in all material respects in accordance 
with the requirements of section 122 of the MFMA. Material misstatements identified by the auditors in the 
submitted financial statements were not adequately corrected and the supporting records could not be 
provided subsequently, which resulted in the financial statements receiving a qualified audit epinion. 

Budget 

40. Expenditure was incurred in excess of the limits of the amounts provided for in the votes of the approved 
budget, in contravention of section 1 5 of the MFMA. 

Internal audit 

The internal audit unit did not report to the audit committee on matters relating to compliance with the DoRA, as 

required by section 165(2)(b)(vii) of the MFMA. 

Expenditure management 

41 . Reasonable steps were not taken to prevent unauthorised expenditure , irregular expenditure, fruitless and 
wasteful expenditure, as required by section 62(1 )(d) of the Municipal Finance Management Act 

42. Money owed by the municipality was not always paid within 30 days or an agreed period, as required by 
section 65(2)(e) of the MFMA. 


Human resource management 

43. An approved staff establishment was not in place, as required by section 66(1 )(a) of the MSA. 

44. The competencies of financial and supply chain management officials were not assessed in a timely manner 
in order to identify and address gaps in competency levels as required by the Municipal Regulations on 
Minimum Competency Levels regulation 13. 

45. The annual report of the municipality did not reflect information on compliance with prescribed minimum 
competencies as required by the Regulations on Minimum Competency Levels regulation14 (2)(b). 
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46. The municipality did not develop and adopt appropriate systems (policies) and procedures to monitor 
measure and evaluate performance of staff in contravention of MSA section 67(d). 

Procurement and contract management 

47. Construction projects were not always registered with the Construction Industry Development Board (CIDB), 
as required by section 22 of the CIDB Aot and CIDB regulation 18. 

48. The contract performance and monitoring measures and methods were insufficient to ensure effective 
contract management, as required by section 1 16(2)(c) of the MFMA. 

49. The performance of contraotors or providers was not monitored on a monthly basis, as required by section 
116(2)(b) of the MFMA. 

50. Goods and services with a transaction value of below R200 000 were procured without obtaining the 
required price quotations as required by SCM regulation 17(a) & (c). 

Revenue management 

51 . An effective system of internal control for debtors and revenue was not in place, as required by section 
64(2)(f) of the MFMA. 

Assets Management 

52. An effective system of internal control for assets was not in place, as required by section 63(2)(o) of the 
MFMA. 

Consequence management 

53. Irregular expenditure and fruitless and wasteful expenditure incurred by the municipality was not 
investigated to determine if any person is liable for the expenditure, as required by section 32(2)(a)(ii) of the 
MFMA. 

Internal control 

54. I considered internal control relevant to my audit of the finanoial statements, annual performance report and 
complianoe with legislation. The matters reported below are limited to the significant internal control 
defioiencies that resulted in the basis for qualified opinion, the findings on the annual performance report 
and the findings on non-oompliance with legislation inoluded in this report. 


228 I P a g e 





Leaders blip 

55. The mill Id pa I Ey did ndl exercise OMefEl^t reBpanslbllt>' regarding nn a ndal and 
pehtTmaice reporting and ccmpllance and retard Irtemal ccrntmls 

56. The aocour^g aTToer devebped an aottan plan 1 d addreEG Internal mntid deTclendee 
however the plan not adequ^ety monitored as ear>e or the prior year audt report 
mattere were [>at EnplefnentedL. 

57. The aooourtng oTToer did not Implement eirecdve HR management Id eneure that 
adequate and auTlldently aJdlled reeouiTes are lo place and that perfOrmanoe Is 
monRored, key posRlan n die tedinloal and coiporaite secdon were lett vacant 

Financial and perlarmance management 

5B. The minlolpal did rut Impemeht cuntrole Duer dairy and rniormiy processing and 
reoendllng cf tran&atdlon 

55. The mLnkdpal did rut prepare r^ular, accurate and complete tlnandal and 
perTormance reports diait are aupported and evidenced ojr relaUe InrannadDn. 

5D. There was InadeqiBile review and monttixtng oTcampIlanoe with appllcaOle laws and 
regjtadons 

51 . The [fiLnlcIpalty did rut adequately des^n and Rnplemenl formal conlrcils over IT 
system Id ensure that antlvlnjssarware Is updated regulaity and pmteoted InTbnhatlon 

Governance 

52. Those ohaiged with governance did not ensue that managemeh: aOequatety 
Implemented the reoommeridatkinE Df the prior year Intemal and eictemal audR reports 
Id adequately adiTess Internal oonlrDl dendenotesand necommrehdcdrteGnveacdon 
efTecttvely. 



AudtlDr-General 


Pd ok wane 


3D Noriiember 2ai4 



fi»U-Th< *rP;IC* 
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GLOSSARY 


Accessibility indicators 

Explore whether the intended beneficiaries are able to access services or outputs. 

Accountability 

documents 

Documents used by executive authorities to give "full and regular" reports on the 
matters under their control to Parliament and provincial legislatures as prescribed by 
the Constitution. This includes plans, budgets, in-year and Annual Reports. 

Activities 

The processes or actions that use a range of inputs to produce the desired outputs and 
ultimately outcomes. In essence, activities describe "what we do". 

Adequacy indicators 

The quantity of input or output relative to the need or demand. 

Annual Report 

A report to be prepared and submitted annually based on the regulations set out in 
Section 12 1 of the Municipal Finance Management Act. Such a report must include 
annual financial statements as submitted to and approved by the Auditor-General. 

Approved Budget 

The annual financial statements of a municipality as audited by the Auditor General and 
approved by council or a provincial or national executive. 

Baseline 

Current level of performance that a municipality aims to improve when setting 
performance targets. The baseline relates to the level of performance recorded in a year 
prior to the planning period. 

Basic municipal service 

A municipal service that is necessary to ensure an acceptable and reasonable quality of 
life to citizens within that particular area. If not provided it may endanger the public 
health and safety or the environment. 

Budget year 

The financial year for which an annual budget is to be approved - means a year ending 
on 30 June. 

Cost indicators 

The overall cost or expenditure of producing a specified quantity of outputs. 

Distribution indicators 

The distribution of capacity to deliver services. 

Financial Statements 

Includes at least a statement of financial position, statement of financial performance, 
cash-flow statement, notes to these statements and any other statements that may be 
prescribed. 

General Key 
performance indicators 

After consultation with MECs for local government, the Minister may prescribe general 
key performance indicators that are appropriate and applicable to local government 
generally. 

Impact 

The results of achieving specific outcomes, such as reducing poverty and creating jobs. 

Inputs 

All the resources that contribute to the production and delivery of outputs. Inputs are 
"what we use to do the work". They include finances, personnel, equipment and 
buildings. 

Integrated 

Development Plan 
(IDP) 

Set out municipal goals and development plans. 

National Key 
performance areas 

• Service delivery & infrastructure 

• Economic development 

• Municipal transformation and institutional development 

• Financial viability and management 

• Good governance and community participation 

Outcomes 

The medium-term results for specific beneficiaries that are the consequence of 
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achieving specific outputs. Outcomes should relate clearly to an institution's strategic 
goals and objectives set out in its plans. Outcomes are "what we wish to achieve". 

Outputs 

The final products, or goods and services produced for delivery. Outputs may be defined 
as "what we produce or deliver". An output is a concrete achievement (i.e. a product 
such as a passport, an action such as a presentation or immunization, or a service such 
as processing an application] that contributes to the achievement of a Key Result Area. 

Performance Indicator 

Indicators should be specified to measure performance in relation to input, activities, 
outputs, outcomes and impacts. An indicator is a type of information used to gauge the 
extent to 

which an output has been achieved (policy developed, presentation delivered, service 
rendered] 

Performance 

Information 

Generic term for non-financial information about municipal services and activities. Can 
also be used interchangeably with performance measure. 

Performance 

Standards; 

The minimum acceptable level of performance or the level of performance that is 
generally accepted. Standards are informed by legislative requirements and service- 
level agreements. Performance standards are mutually agreed criteria to describe how 
well work must be done in terms of quantity and/or quality and timeliness, to clarify the 
outputs and related activities of a job by describing what the required result should be. 

In this EPMDS performance standards are divided into indicators and the time factor. 

Performance Targets: 

The level of performance that municipalities and its employees strive to achieve. 
Performance Targets relate to current baselines and express a specific level of 
performance that a municipality aims to achieve within a given time period. 

Service Delivery 

Budget Implementation 
Plan 

Detailed plan approved by the mayor for implementing the municipality's delivery of 
services; including projections of the revenue collected and operational and capital 
expenditure by vote for each month. Service delivery targets and performance 
indicators must also be included. 

Vote: 

One of the main segments into which a budget of a municipality is divided for 
appropriation of money for the different departments or functional areas of the 
municipality. The Vote specifies the total amount that is appropriated for the purpose of 
a specific department or functional area. 

Section 1 of the MFMA defines a "vote" as: 

a) one of the main segments into which a budget of a municipality is divided for the 
appropriation of money for the different departments or functional areas of the 
municipality; and 

b) which specifies the total amount that is appropriated for the purposes of the 
department or functional area concerned 
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APPENDIX A - COUNCILLORS; COMMITTEE ALLOCATION AND COUNCIL ATTENDANCE 



Councilors, Committees Allocated and Council Attendance 

No 

Council 

Members 

Full Time / 
Part Time 
FT/PT 

Committees 

Allocated 

*Ward and/ 
or Party 
Represented 

Percentage 

Council 

Meetings 

Attendance 

Percentage 
Apologies 
for non- 
attendance 






% 

% 

1 

Nkome Sarah 
Monyamane 

Full time 

Special Committee 

Ward 1 

100% 

0% 

2 

Reuben Malose 
Kekana 

Full time 

BUDGET , TREASURY 
AND IDP 

COMMITTEE 

PR 

100% 

0% 

3 

Magowa AS 

Part time 

Transformation, 
Administration and 
Corporate services 

Ward 2 

100% 

0% 

4 

Kuni Sarah 

Lamola 

Part time 

BUDGET , TREASURY 
AND IDP 

COMMITTEE 

Wards 

100% 

0% 

5 

Lesiba William 

Kola 

Part time 

BUDGET , TREASURY 
AND IDP 

COMMITTEE 

Ward 5 

100% 

0% 

6 

Mokgaetji Sinah 
Langa 

Part time 

BUDGET , TREASURY 
AND IDP 

COMMITTEE 

PR 

100% 

0% 


Disclosures of Financial Interests 

Position 

Name 

Description of Financial interests* 

(Nil / Or details] 

Mayor 

NS Monyamane 

Nil 

Chief Whip 

RM Kekana 

Nil 

Councillors 

MS Langa 

Nil 


KS Lamola 

Nil 


AS Magowa 

Nil 


SP Mafuna 

Nil 


W L Kola 

Nil 


HP Louw 

Nil 


J Kleynhans 

Nil 


C. van der Merwe 

Nil 

Municipal Manager 

NP Magwala 

Nil 

Chief Financial Officer 

D Eksteen 

Nil 

Manager: ID 

FMS Modise 

Nil 
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Disclosures of Financial Interests 

Position 

Name 

Description of Financial interests* 

(Nil / Or details] 

Manager : SDCS 

MH Sebata 

Nil 

Manager : CSSS 

PW Masetlha 

Nil 

Manager : OM 

NP Magwala 

Nil 

* Financial interests to be disclosed even if they incurred for only part of the year. See MBRR SA34A 


APPENDIX B - COMMITTEES AND COMMITTEE PURPOSES 


Committees (other than Mayoral / Executive Committee) and Purposes of Committees 

MUNICIPAL COMITTEES 

Purpose of Committee 

Municipal Public Accounts Committee 

Accountability and oversight role 

Audit Committee 

Auditing of financial and non-financial matters 

Public Participation 

Ensure Public Involvement 

Rules & Ethics 

Ensure adherence to rule, ethics and legislation 

Budget & Treasury 

Ensure adherence to MFMA 


APPENDIX C -THIRD TIER ADMINISTRATIVE STRUCTURE 


Third Tier Structure 

Directorate 

Director/Manager (State title and name) 

Office of the Municipal Manager 

Mr. NP Magwala 

Budget and Treasury Office 

Mr. D Eksteen 

Infrastructure Development 

MR Katjedi 

Social and Community Services 

Mr. MH Sebata 

Office of the Mayor 

Mr. NP Magwala 

Corporate Services 

Mr. SP Segopotje 


APPENDIX D - FUNCTIONS OF MUNICIPALITY 


Municipal / Entity Functions 

MUNICIPAL FUNCTIONS 

Function Applicable to 
Municipality (Yes / No)* 

Function Applicable to Entity 
(Yes / No) 
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Municipal / Entity Functions 

Constitution Schedule 4, Part B functions: 

Air pollution 

No 

N/A 

Building regulations 

No 

N/A 

Child care facilities 

No 

N/A 

Electricity and gas 
reticulation 

No 

N/A 

Firefighting services 

Yes 

N/A 

Local tourism 

No 

N/A 

Municipal airports 

No 

N/A 

Municipal planning 

Yes 

N/A 

Municipal health services 

Yes 

N/A 

Municipal public transport 

Yes 

N/A 

Municipal public works 
only in respect of the 
needs of municipalities 
in the discharge of their 
responsibilities to 
administer functions 
specifically assigned to 
them under this 

Constitution or any other 
law 

No 

N/A 

Pontoons, ferries, jetties, 
piers and harbors, 
excluding the regulation of 
international and national 
shipping and matters 
related thereto 

No 

N/A 

Storm water management 
systems in built-up areas 

No 

N/A 

Trading regulations 

No 

N/A 

Water and sanitation 
services limited to potable 
water supply systems and 
domestic waste-water and 
sewage disposal systems 

No 

N/A 


Continued from previous page 


MUNICIPAL FUNCTIONS 

Function Applicable to 
Municipality (Yes / No)* 

Function Applicable to 

Entity (Yes /No) 

Constitution Schedule 5, Part B 
functions; 



Beaches and amusement 
facilities 

No 

N/A 
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Municipal / Entity Functions 

Billboards and the display of 
advertisements in public places 

No 

N/A 

Cemeteries, funeral parlors 
and crematoria 

No 

N/A 

Cleansing 

No 

N/A 

Control of public nuisances 

No 

N/A 

Control of undertakings that 
sell liquor to the public 

No 

N/A 

Facilities for the 
accommodation, care and 
burial of animals 

No 

N/A 

Fencing and fences 

No 

N/A 

Licensing of dogs 

No 

N/A 

Licensing and control of 
undertakings that sell food to 
the public 

No 

N/A 

Local amenities 

No 

N/A 

Local sport facilities 

No 

N/A 

Markets 

No 

N/A 

Municipal abattoirs 

Yes 

N/A 

Municipal parks and recreation 

No 

N/A 

Municipal roads 

No 

N/A 

Noise pollution 

No 

N/A 

Pounds 

No 

N/A 

Public places 

No 

N/A 

Refuse removal, refuse dumps 
and solid waste disposal 

No 

N/A 

Street trading 

No 

N/A 

Street lighting 

No 

N/A 

Traffic and parking 

No 

N/A 

* If municipality; indicate (yes or No); * If entity: Provide name of entity ,j, p 


APPENDIX E - WARD REPORTING 


Functionality of Ward Committees 
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Ward Name 
(Number) 

Name of Ward Councilor 

and elected Ward 

committee members 

Committee 

established 
(Yes / No) 

Number of 
monthly 
Committee 
meetings 
held during 
the year 

Number of 
monthly 
reports 
submitted 
to Speakers 
Office on 

time 

Number of 
quarterly public 
ward meetings 
held during year 

Ward 1 

Clr NS Monyamane 

Yes 

1 

1 

4 

Ward 2 

Clr AS Magowa 

Yes 

1 

1 

4 

Ward 3 

Clr KS Lamola 

Yes 

1 

1 

4 

Ward 4 

Clr C Van der Merwe 

Yes 

1 

1 


Ward 5 

Clr LW Kola 

Yes 

1 

1 

4 


Ward Title: Ward Name (Number) 


Capital Projects: Seven Largest in 2013 /14 (Full List at Appendix N) 

R' 000 

No. 

Project Name 
and detail 

Start Date 

End Date 

Total Value 



Not applicable 

Not applicable 

ROOO 







Detail 

Water 

Sanitation 

Electricity 

Refuse 

Housing 

Households with minimum 
service delivery 

8244 

6967 

8244 

8244 

X 


237 I Page 








JSE- 

w 



APPENDIX F 3 - Top Four Service Delivery Priorities for Ward (Highest Priority First) 


No. 

Priority Name and Detail 

Progress During 2013/14 

1 

Ward 1 Storm water 

Completed 

2 

Ward 1 Sewer connection 

70% progress 

3 

Water 4 Electricity prepaid meters 

80% progress 

4 

Ward 2 Streetlights repairs 

Completed 

5 

Ward 5 Sewer connection 

10 % progress 


Long Term Contracts 

R' 000 

Name of 

Service 

Provider 

(Entity or 

Municipal 

Department) 

Description of Services 

Rendered by the Service 
Provider 

Start Date 

of Contract 

Expiry 
date of 

Contract 

Project 

manager 

Contract Value 

Telkom 

Provision of telephones 





Charts Vodacom 

Provision of cell phones 





Triotic security 

Provision of security services 






APPENDIX F - WARD INFORMATION 


Functionality of Ward Committees 

Ward Name 
(Number 

Name of Ward 

Councilor and elected 
Ward committee 
members 

Committee 
established 
(Yes/ No) 

Number of 
monthly 
Committee 
meetings 
held during 

Number of 
monthly 
reports 
submitted to 
Speakers 

Number of 
quarterly 
public ward 
meetings 
held during 
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the year 

Office on 
time 

year 

Ward 1 

Clr NSMonyamane 

Yes 

1 

1 

4 

Ward 2 

Clr AS Magowa 

Yes 

1 

1 

4 

Ward 3 

Clr KS Lamola 

Yes 

1 

1 

4 

Ward 4 

Clr E Boshoff 

Yes 

1 

1 


Ward 5 

Clr LW Kola 

Yes 

1 

1 

4 


APPENDIX G - RECOMMENDATIONS OF THE MUNICIPAL AUDIT COMMITTEE 2013/2014 


REPORT TO COUNCIL ON THE REVIEW OF THE DRAFT ANNUAL FINANCIAL STATEMENTS AND THE DRAFT ANNUAL 
REPORT 2012/2013 

The Audit and Performance Committee (hereinafter referred to as "APAC"), as an independent advisory committee 
appointed by the Council, was established in terms of Local Government: Municipal Finance Management Act no 56, 2003 
(Chapter 14, Section 166) and Municipal Planning and Performance Management Regulations, Regulation 14(2). 

The APAC is required in accordance with Sec 166 (2) (a) to advise the municipal council, the political office bearers, the 
accounting officer and the management staff on matters relating to: 

• Performance Management 

• Effective Governance 

• Performance evaluation and; 

• Compliance with the MFMA, DORA and any other applicable legislation. 


Municipal Audit Committee Recommendations 

Date of Committee 

Committee recommendations during 2013/2014 

Recommendations 
adopted (Renter Yes] 









APPENDIX H: LONG TERM CONTRACTS AND PUBLIC PRIVATE PARTNERSHIPS 



Long Term Contracts {20 Largest Contracts Entered into 2013/14] 







R' 000 

Name of Service 
Provider (^Entity or 
Municipal 

Department] 

Description of Services Rendered 
by the Service Provider 

Start Date of 

Contract 

Expiry date of 
Contract 

Project 

manager 

Contract 

Value 

Telekom 

Provision of telephone services 
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Security 

Provision of security services 





Photocopier 

Provision of photocopier 






APPENDIX J - DISCLOSURES OF FINANCIAL INTERESTS 


Disclosures of Financial Interests 
Period 2013/14 

Position Name Description of Financial interests* 

(Nil / Or details] 


Mayor 

NS Monyamane 

Nil 

Chief Whip 

RM Kekana 

Nil 

Councillors 

MS Langa 

Nil 


AS Magowa 

Nil 

SP Mafuna 

Nil 

W L Kola 

Nil 

HP Louw 

Nil 

J Kleynhans 

Nil 

E Boshoff 

Nil 

Municipal Manager 

NP Magwala 

Nil 

Chief Financial Officer 

D Eksteen 

Nil 

Manager: ID 

FMS Modise 

Nil 

Manager : SDCS 

MH Sebata 

Nil 

Manager : CSSS 

PW Masetlha 

Nil 

Manager : OM 

NP Magwala 

Nil 

Technician 


Nil 

DM: Planning 


Nil 

* Financial interests to be disclosed even if they incurred for only part of the year. See MBRR SA34A 

TJ 


APPENDIX Q - SERVICE BACKLOGS EXPERIENCED BY THE COMMUNITY WHERE ANOTHER 
SPHERE OF GOVERNMENT IS RESPONSIBLE FOR SERVICE PROVISION 


Service Backlogs Experienced by the Community where another Sphere of Government is the Service 
Provider (where the municipality whether or not act on agency basis] 

Services and Locations 

Scale of backlogs 

Impact of backlogs 

Clinics; 

None 


Housing; 

4500 

Increase in land invasion and informal settlement. 

Reservoirs 


Insufficient bulk water 
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Service Backlogs Experienced by the Community where another Sphere of Government is the Service 


Provider (where the municipality whether or not act on agency basis] 


Schools (Primary and High); 

None 

None 

Sports Fields: 

None 

None 


APPENDIX R - DECLARATION OF LOANS AND GRANTS MADE BY THE MUNICIPALITY 


Declaration of Loans and Grants made by the municipality 2013/14 


All Organisation or Person in 
receipt of Loans */Grants* provided 
by the municipality 

Nature of project 

Conditions 
attached to 
funding 

Value 

2012/2013 

R'OOO 

Total Amount 
committed over 
previous and future 
years 

None 











* Loans/Grants - whether in cash or in kind 


APPENDIX S - DECLARATION OF RETURNS NOT MADE IN DUE TIME UNDER MFMA S71 


MFMA Section 71 Returns Not Made During 2013/14 According to Reporting Requirements 

Return 

Reason Return has not been properly made on due date 
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APPENDIX T PERFORMANCE REPORT 


ISSUE 

ACTION PLAN 

TIMELINES 

RESPONSIBILITY 

Markets and 
community centre 
misclassified as PPE 

The misclassification 
was already 
corrected on the trial 
balance and AFS. The 
Asset register has to 
be updated correctly. 
In addition the total 
Asset register has to 
be reviewed to check 
for similar 
misclassifications 
and corrected. 

01 Dec 2014 to 31 

Jan 2015 

J Masibe 

Movable assets could 
not be physically 
verified due to lack 
of controls. Movable, 
Fixed and Heritage 
Assets not recorded 
on the Asset Register 
and not barcoded 

A full investigation is 
to be undertaken 
followed by a proper 
asset count. 

01 Dec 2014 to 31 

Jan 2015 

J Masibe/ 

A Opperman/ 

R Segopotje 

Lack of controls over 
fire arms 

A permit should be 
issued by the 
accounting officer to 
allow an official to 
keep a fire arm at a 
private residence 
during all hours. 

01 Dec 2014 to 31 

Jan 2015 

A Opperman 

Contingent liabilities 
information not 
submitted, and 
liability not created 
for services 
rendered 

A Register shall be 
kept and updated by 
the legal division and 
in addition a file 
with each case shall 
be opened to 
monitor progress 
made on all legal 
cases. 

01 Dec 2014 to 28 

Feb 2015 

R Segopotje 

Liability not created 
for services 
rendered in financial 
year, but paid in new 
financial year. 

A memo shall be 
issued to all 
Departments in the 
municipality, which 
shall indicate that no 
expenses shall be 
approved, received 
from anybody after 

30 June of each 
financial year. 
Deviations from this 
rule should lead to 
disciplinary 
procedures, causing 
the official to pay 
these invoices 
themselves. 

01 Dec 2014 to 28 

Feb 2015 

B Maswanganye 
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ISSUE 

ACTION PLAN 

TIMELINES 

RESPONSIBILITY 

No competency 
assessments for 
municipality staff 

A comprehensive 
competency 
assessment should 
be done for each 
official in 

employment of the 
municipality. 

01 Dec 2014 to 28 

Eeb2015 

M Mabungu 

Municipality does 
not have an 
approved staff 
establishment. 

A report should be 
submitted to give 
evidence of the 
newest approved 
organogram. 

01 Dec 2014 to 28 

Eeb2015 

M Mabungu 

No proper filing 
system for important 
municipality 
documents 

A proper filing 
system should be 
developed and 
implemented in the 

HR office 

01 Dec 2014 to 28 

Eeb2015 

M Mabungu 

Limitation of scope- 
Rentals income 

A register for all 
leases should be 
kept and updated 
and communicated 
to the income 
division to charge 
the correct amounts. 

01 Dec 2014 to 31 

Jan 2015 

R Segopotje 

Municipality did not 
have approved 
policies and 
procedures to 
monitor measure 

and evaluate 
performance of staff 

A policy should be 
developed and 
approved by council 
to measure 
performance of all 
staff members of the 
municipality. 

01 Dec 2014 to 28 

Eeb2015 

M Mabungu 

Leave is taken in 
advance 

The practice should 
be stopped with 
immediate effect. 

01 Dec 2014 to 28 

Eeb2015 

M Mabungu 

Procurement 

information 
published on 
website, and tenders 
not registered on the 
CIDB website 

All tenders to be 
published on the 
website 

01 Dec 2014 to 31 

Jan 2015 

J Masibe 

Adoption of IDP was 
not published 

Ensure that adoption 
of 2014/15 IDP is 
properly published 

01 Dec 2014 to 31 

Jan 2015 

W Masetla 

Quarterly Reports 
not submitted to 
Council 

Ensure that 2014/15 
Quarterly Reports 
are submitted to 
Council 

01 Dec 2014 to 31 
Jun2015 

W Masetla 

No policy for 
provision for bad 
debts 

A policy should be 
developed and 
approved by Council 

01 Dec 2014 to 28 

Eeb2015 

D Eksteen 

Revenue and 
Receivables from 
property rates 

It has to be 
confirmed and 
proven that the 
above properties 
had been valued and 
added to the new 
valuation roll and 

01 Dec 2014 to 31 

Jan 2015 

A Stevens 
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ACTION PLAN 


TIMELINES 


RESPONSIBILITY 



ISSUE 



added to the 
financial system for 
billing, backdated 
from 1 July 2013. 

It has to be 
confirmed and 
proven that the 
above properties 
had been added to 
the financial system 
for billing, backdated 
from 1 July 2013. 



Reports in terms of 
Dora not submitted 

The Internal audit 
unit should confirm 
that reports will be 
submitted to the 
audit committee for 
the 2014/15 
financial year in 
respect of matters 
relating to the 

Division of Revenue 
Act and that the 
2014/15 audit plan 
will be executed. 

01 Dec 2014 to 31 

Jan 2015 

K Phelane 

Lack of proper fuel 
register 

Fuel register has to 
be developed and 
kept up to date 

01 Dec 2014 to 31 

Jan 2015 

J Masibe 

Security 

Management 

Anti - virus 
programmes and 
firewall protection 
will be bought and 
installed on all 
municipal hard 
drives 

01 Dec 2014 to 31 

Jan 2015 

T Phosa 

Performance 
Management 
Framework not 
reviewed 

The Performance 
management 
framework has to be 
reviewed to reflect 
the newest 
information and 
submitted to council 
for adoption. In 
addition standard 
operating 
procedures have to 
be developed and 
implemented. 

The performance 
manager should 
ensure that the 
information on the 
annual report is 
consistent with the 
agreed targets on the 
SDBIP. 

01 Dec 2014 to 28 

Feb 2015 

W Masetla 

Community Services 

To submit evidence 

01 Dec 2014 to 15 

H Sebata 
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ISSUE 

ACTION PLAN 

TIMELINES 

RESPONSIBILITY 

Performance reports 
not accurate, valid 
and complete 

that all corrections 
was done, before the 
final annual report 
for is to be 
submitted to council 
for approval 

Jan 2015 


Technical Services 

To submit evidence 

01 Dec 2014 to 15 

R Katjedi / W 

Performance reports 
not accurate, valid 
and complete 

that all corrections 
was done, before the 
final annual report 
for is to be 
submitted to council 
for approval 

Jan 2015 

Magana 


fVwjUW 

Polokwane 

30 November 2015 



Auditing to build public confidence 
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